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MEDICAID AT 50: STRENGTHENING AND
SUSTAINING THE PROGRAM

WEDNESDAY, JULY 8, 2015

HOUSE OF REPRESENTATIVES,
SUBCOMMITTEE ON HEALTH,
COMMITTEE ON ENERGY AND COMMERCE,
Washington, DC.

The subcommittee met, pursuant to call, at 10:14 a.m., in room
2322 of the Rayburn House Office Building, Hon. Joe Pitts (chair-
man of the subcommittee) presiding.

Members present: Representatives Pitts, Guthrie, Barton,
Whitfield, Shimkus, Murphy, Burgess, Blackburn, Lance, Griffith,
Bilirakis, Long, Ellmers, Brooks, Collins, Green, Capps,
Schakowsky, Butterfield, Castor, Sarbanes, Matsui, Lujan,
Schrader, Kennedy, Cardenas, and Pallone (ex officio).

Staff present: Graham Pittman, Legislative Clerk; David Redl,
Chief Counsel, Communications and Technology; Michelle Rosen-
berg, GAO Detailee, Health; Krista Rosenthall, Counsel to Chair-
man Emeritus; Heidi Stirrup, Policy Coordinator, Health; Josh
Trent, Professional Staff Member, Health; Traci Vitek, Detailee,
Health; Christine Brennan, Democratic Press Secretary; Jeff Car-
roll, Democratic Staff Director; Tiffany Guarascio, Democratic Dep-
uty Staff Director and Chief Health Advisor; Una Lee, Democratic
Chief Oversight Counsel; Rachel Pryor, Democratic Health Policy
Advisor; and Samantha Satchell, Democratic Policy Analyst.

Mr. PITTs. Good morning, and welcome to this hearing, entitled
Medicaid at 50: Strengthening and Sustaining the Program. Sub-
committee will come to order. Chairman will recognize himself for
an opening statement.

OPENING STATEMENT OF HON. JOSEPH R. PITTS, A REP-
RESENTATIVE IN CONGRESS FROM THE COMMONWEALTH
OF PENNSYLVANIA

At the end of this month, Medicaid will turn 50 years old. It was
created as a joint Federal/State program to provide healthcare cov-
erage to certain categories of low-income Americans. But today
Medicaid is now the largest health insurance program in the world.
Now more than 70 million Americans are covered by Medicaid,
which is more than are covered by Medicare. No doubt Medicaid is
a critical lifeline for some of our Nation’s most vulnerable patients.
Medicaid provides health care for children, pregnant mothers, the
elderly, the blind, and the disabled. It is safe to say that every
member of this committee wants to see a strong safety net program
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that protects the most vulnerable, regardless of how they feel about
its recent expansion.

But, as we all know, the current trajectory of Medicaid spending
is problematic. In the next decade, program outlays are set to dou-
ble. That means that, in a decade, Medicaid is going to cost Federal
taxpayers what Medicare costs today. And that is not even count-
ing the fact that the Medicaid program is already the fastest grow-
ing spending item in most State budgets. So, without Congressional
intervention, Medicaid will continue to consume a larger and larger
portion of Federal and State spending. This is not ideology. This is
arithmetic. According to CBO data, by 2030, the entire Federal
budget will be consumed with spending on mandatory entitlements
and service on the debt.

And this is not only a budgetary problem, though such levels of
spending would crowd out funding for other important Federal and
State policy priorities. This is also not only a fiscal problem, though
CBO has warned that running up our national credit card could
trigger financial crisis. Perhaps most importantly, this spending
trajectory threatens the quality and access of care for the millions
of vulnerable patients who depend on Medicaid.

But reaching the breaking point is entirely preventable. Policy-
making is about setting priorities and making choices, and that is
why, and many of my colleagues were dismayed by some of what
we learned at a recent Health Subcommittee hearing regarding
some of the projects funded through waivers. With budgets grow-
ing, is it too radical to suggest we simply prioritize needed medical
care over lower priority projects?

Since 2003 Medicaid has been designated a high risk program by
the GAO because of its size, growth, diversity programs, concerns
about gaps, and fiscal oversight. More than a decade later, these
issues are amplified by recent changes to the program. Our aging
population will also increase demands on the program. But today
Federal oversight of the program is more imperative than ever.

Each administration has a responsibility, with Congress, to en-
sure that taxpayer dollars used for Medicaid are spent in a manner
that helps our neediest citizens. Thus, I am pleased that we have
a distinguished panel of witnesses today to help inform us on the
challenges facing Medicaid in the coming decade. I am especially
pleased that CMS, who was unable to attend—to join us for our re-
cent hearing is here today, along with GAO and MACPAC.

In order to preserve and strengthen this vital safety net program
for the most vulnerable, I believe that Congress will be increasingly
forced to take steps to modernize the Medicaid program. So we are
eager to hear our witnesses’ recommendations for ideas, and any
efforts underway to enhance Medicaid program efficiency, reduce
program costs, and improve quality.

[The prepared statement of Mr. Pitts follows:]

PREPARED STATEMENT OF HON. JOSEPH R. P1TTS

At the end of this month, Medicaid will turn 50 years old. It was created as a
joint Federal/State program to provide healthcare coverage to certain categories of
low-income Americans.

But today, Medicaid is now the largest health insurance program in the world.
Now more than 70 million Americans are covered by Medicaid—which is more than
are covered by Medicare.
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No doubt, Medicaid is a critical lifeline for some of our Nation’s most vulnerable
patients. Medicaid provides health care for children, pregnant mothers, the elderly,
the blind, and the disabled. It is safe to say that every member of this committee
wants to see a strong safety net program that protects the most vulnerable—regard-
less of how they feel about its recent expansion.

But as we all know, the current trajectory of Medicaid spending is problematic.
In the next decade, program outlays are set to double. That means that in a decade,
Medicaid is going to cost Federal taxpayers what Medicare costs today—and that’s
not even counting the fact that the Medicaid program is already the fastest growing
spending item in most State budgets.

So, without Congressional intervention, Medicaid will continue to consume a larg-
er and larger portion of Federal and State spending. This is not ideology, this is
arithmetic. According to CBO data, by 2030, the entire Federal budget will be con-
sumed with spending on mandatory entitlements and service on the debt.

This is not only a budgetary problem—though such levels of spending would
crowd out funding for other important Federal and State policy priorities. This is
also not only a fiscal problem—though CBO has warned that running up our na-
tional credit card could trigger another financial crisis. Perhaps most importantly,
this spending trajectory threatens the quality and access of care for the millions of
vulnerable patients who depend on Medicaid.

But reaching the breaking point is entirely preventable. Policy-making is about
setting priorities and making choices.

That’s why I and many of my colleagues were dismayed by some of what we
learned at a recent Health Subcommittee hearing regarding some of the projects
funded through waivers. With budgets growing, is it too radical to suggest we sim-
ply prioritize needed medical care, over lower-priority projects?

Since 2003, Medicaid has been designated a high-risk program by the GAO be-
cause of its size, growth, diversity of programs, and concerns about gaps in fiscal
oversight. More than a decade later, these issues are amplified by recent changes
to the program. Our aging population will also increase demands on the program.

But today, Federal oversight of the program is more imperative than ever. Each
administration has a responsibility, with Congress, to ensure that taxpayer dollars
used for Medicaid are spent in a manner that helps our neediest citizens.

Thus, I am pleased that we have a distinguished panel of witnesses today to help
inform us on the challenges facing Medicaid in the coming decade. I am especially
pleased that CMS, who was unable to join us for our recent hearing, is here today,
along with GAO and MACPAC.

In order to preserve and strengthen this vital safety net program for the most vul-
nerable, I believe that Congress will be increasingly forced to take steps to mod-
ernize the Medicaid program. So we are eager to hear our witnesses’ recommenda-
tions for ideas and any efforts underway to enhance Medicaid program efficiency,
reduce program costs, and improve quality.

Mr. PIrTs. And, with that, I yield back and recognize the ranking
member, Mr. Green, 5 minutes for his opening statement.

OPENING STATEMENT OF HON. GENE GREEN, A
REPRESENTATIVE IN CONGRESS FROM THE STATE OF TEXAS

Mr. GREEN. Thank you, Mr. Chairman, for holding the hearings,
and I too want to welcome our panel. It is not very often that we
get an all-female panel. I appreciate you all being here.

The Medicaid program has served as a critical safety net for the
American public since its creation in 1965, 50 years ago this
month. Today, over 70 million low-income Americans rely on Med-
icaid for comprehensive and affordable health insurance. It is a
lifeline for millions of children, pregnant women, people with dis-
abilities, seniors, and low-income adults. Medicaid covers more
than one in three children, pays for nearly half of all births, ac-
counts for more than 40 percent of the Nation’s total costs for long-
term care. One in seven Medicare beneficiaries are also Medicaid
beneficiaries. The Medicaid accounts for a quarter of behavioral
healthcare services.
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The Affordable Care Act expanded coverage, made improvements
to promote program integrity, transparency, and advanced delivery
system reform. Since the enactment of the Affordable Care Act, the
overall rate of healthcare spending growth has slowed, reducing
projected growth in Medicaid programs by hundreds of billions of
dollars, according to the Congressional Budget Office. This is pri-
marily due to lower than expected growth in costs per Medicaid en-
rollee.

The need to address the growth of healthcare spending is an
issue, we all agree. We must remain committed to building on the
progress made by the ACA in ensuring patients have access to
quality, affordable care, and that we are getting the best value for
our healthcare dollars. Medicaid is an extremely efficient program,
covering the average enrollee at a lower cost than most comprehen-
sive benefits, and significantly lower cost sharing then private in-
surance. 95 percent of Medicaid beneficiaries report having a reg-
ular source of health care, a medical home in today’s terms, which
they consistently rate as highly as private insurance.

As we examine ways to further strengthen and improve the pro-
gram, we need to advance policies that better leverage dollars to
pay for value, promote efficiency and transparency, and advance
delivery system reforms, and extend innovative strategies within
Medicaid, and across the healthcare system. For example, one im-
provement would be for the Centers of Medicaid and—Medicare
and Medicaid Services to finalize the agency’s proposed regulation
that would better enforce the Medicaid’s equal access provision.
This provision ensures that care and services are available to Med-
icaid enrollees, and that providers are paid a fair Medicaid reim-
bursement rate.

Another one would be the require 12 month continuous enroll-
ment—eligible Medicaid and CHIP beneficiaries to address the
issue of the churn, a concept that MACPAC has supported in sev-
eral reports to Congress. Churn is bad for patients, providers, and
health plans, and wastes taxpayers’ dollars. I worked with my col-
league Joe Barton for several Congresses on this legislation—on
this issue, and I thank him for his leadership, on behalf of low-in-
come Americans.

Today we look at a broad—look at the Medicaid system, the past,
present, and future. Throughout its 50 year history, Medicaid has
served as an adaptable, efficient program that meets the
healthcare needs of millions of Americans. I want to thank our wit-
nesses again for their ongoing efforts and recommendations for ad-
ditional ways to advance the program. I look forward to working
with my colleagues on the committee to strengthen the program in
key areas, including the enrollment process, delivery system re-
forms, managed care, data collection, and behavioral health.

[The prepared statement of Mr. Green follows:]

PREPARED STATEMENT OF HON. GENE GREEN

Thank you, Mr. Chairman, for holding this hearing.

The Medicaid program has served as a critical safety net for the American public
since its creation in 1965, 50 years ago this month.

Today, over 70 million low-income Americans rely on Medicaid for comprehensive,
affordable health insurance.
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It is a lifeline for millions of children, pregnant women, people with disabilities,
seniors, and low-income adults.

Medicaid covers more than 1 in 3 children, pays for nearly half of all births, and
accounts for more than 40 percent of the Nation’s total costs for long-term care.

One in seven Medicare beneficiaries is also a Medicaid beneficiary, and Medicaid
accounts for a quarter of all behavioral health services.

The Affordable Care Act expanded coverage, made improvements to promote pro-
gram integrity and transparency, and advanced delivery system reform.

Since the enactment of the Affordable Care Act, the overall rate of healthcare
spending growth has slowed, reducing projected growth in the Medicaid programs
by hundreds of billions of dollars according to the Congressional Budget Office.

l’Il‘his is primarily due to lower than expected growth in costs per Medicaid en-
rollee.

11The need to address the growth of healthcare spending is an issue on which we
all agree.

We must remain committed to building on the progress made by the ACA, ensur-
ing patients have access to quality, affordable care, and that we are getting the best
value for our healthcare dollars.

Medicaid is an extremely efficient program, covering the average enrollee at a
lower cost with more comprehensive benefits and significantly lower cost-sharing
than private insurance.

Ninety-five percent of Medicaid beneficiaries report having a regular source of
health care, which they consistently rate as highly as private insurance.

As we examine ways to further strength and improve the program, we need to
advance policies that better leverage dollars to pay for value, promote efficacy and
transparency, advance delivery system reforms, and extend innovative strategies
within Medicaid and across the healthcare system.

For example, one improvement would be for the Centers for Medicare and Med-
icaid Services (CMS) to finalize the agency’s proposed regulation that would better
enforce the Medicaid’s equal access provision.

This provision ensures that care and services are available to Medicaid enrollees,
and that providers are paid a fair Medicaid reimbursement rate.

Another would be to require 12-month continuous enrollment for eligible Medicaid
and CHIP beneficiaries to address the issue of “churn,” a concept MACPAC has sup-
ported in several reports to Congress.

. Churn is bad for patients, providers, and health plans, and wastes taxpayer dol-
ars.

I have worked with my colleague, Joe Barton, for several Congresses on legisla-
tion on this issue, and I thank him for his leadership on behalf of low-income Ameri-
cans.

. Today, we will take a broad look at the Medicaid system: its past, present, and
uture.

Throughout its 50-year history, Medicaid has served as an adaptable, efficient
program that meets the healthcare needs of millions of Americans.

I want to thank our witnesses for their on-going efforts and recommendations for
additional ways to advance of the program.

I look forward to working with my colleagues on the committee to strengthen the
program in key areas, including the enrollment process, delivery system reforms
and managed care, data collection, and behavioral health.

Thank you, and I yield the balance of my time to my colleague from California,
Congresswoman Matsui.

Mr. GREEN. With that, Mr. Chairman, I would like to yield the
balance of my time to my colleague from California, Congress-
woman Matsui.

Ms. MaTsul. Thank you very much for yielding to me, and I
would like to welcome our witnesses here today also. This year, as
we know, we celebrate the 50th anniversary of both the Medicare
and Medicaid programs, essential programs for the security of our
Nation’s seniors, people with disabilities, children, and families.
The Affordable Care Act took vital steps to reforming our
healthcare system by increasing coverage and moving toward re-
warding value, instead of volume. We know the ACA made im-
provements in the private insurance market, and it also made im-
provements for public programs like Medicaid. Now is the time
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that we need to build upon those improvements, and keep the mo-
mentum going for our healthcare system, and for the millions that
rely on Medicaid as an important safety net.

Thank you, and I look forward to hearing from our witnesses
today, and I yield time to whoever needs it.

Mr. GREEN. Anyone else want 40 seconds, or—I yield back.

Mr. PirTs. The gentleman yields back, and now the Chair recog-
nizes the ranking member of the full committee, Mr. Pallone, 5
minutes for an opening statement.

OPENING STATEMENT OF HON. FRANK PALLONE, JR., A REP-
RESENTATIVE IN CONGRESS FROM THE STATE OF NEW JER-
SEY

Mr. PALLONE. Thank you, Mr. Chairman. I just want to say, ob-
viously, this is a very important topic. Medicaid’s 50 years of effi-
cient, comprehensive, and sometimes life-saving health coverage of
our most vulnerable populations is certainly something that is cru-
cial. A fiber, you know, basic fabric of our healthcare system.

As Members of Congress, I believe the Government can help all
Americans succeed, including seniors and low-income families, and
improving and strengthening Medicaid for generations to come con-
tinues to be a primary goal. Medicaid provides more than one in
three children with a chance at a healthy start in life, and one in
seven Medicare seniors are also actually Medicaid seniors. In fact,
the overwhelming majority of the 71 million current Medicaid bene-
ficiaries are children, the elderly, the disabled, and pregnant
women.

We often talk about Medicaid as an entitlement program, though
I don’t believe this is true—a true reflection of the program. Med-
icaid is a bedrock safety net that ensures all Americans have pro-
tection against the negative economic effects that undisputedly
come with lack of health coverage. Medicaid’s inherent structure
was designed to ensure that health coverage will be there for those
who need it, when times are hard, jobs are lost, or accidents strike.
And the fundamental tenet of the program is that it can expand
and contract according to need. In fact, Medicaid was first proposed
as part of a set of economic policies by President Truman.

And the Affordable Care Act built on these same goals by
strengthening Medicaid and expanding its coverage, and States
that have expanded Medicaid have already realized significant
qualitative and economic benefits as uncompensated care rates
drop, and more people gain coverage. Meanwhile, Medicaid cov-
erage lowers financial barriers to healthcare access, increases use
of preventative care, and improves health outcomes. In addition,
States have been successful in managing their Medicaid programs
through broad latitude and flexibility to ensure access to critical
healthcare services for their populations at low cost.

No program is perfect. For instance, I believe that we need to re-
main vigilant on access to specialty and dental care, and we con-
tinue to refine transparency and evaluation of Medicaid waivers,
and ensure that Medicaid is successfully integrated with Medicare
in the health insurance marketplaces. We should think more about
how to advance some of the innovations in delivery systems reform.
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The Medicaid program has some of our best successes, with some
of the toughest to treat populations.

Mr. Chairman, I hope to hear—to not hear more today of the
same assaults on the Affordable Care Act or Medicaid. Inaccurate
and ideological representation of what Medicaid is and who it
serves I think are outdated. Instead, I believe that there are many
policy areas in Medicaid where members on both the Democrat and
Republican sides could share an interest, and I look forward to
learning about ways that Congress can help to build on an already
strong Medicaid program, refining and modernizing this critical
safety net for the next 50 years and beyond.

[The prepared statement of Mr. Pallone follows:]

PREPARED STATEMENT OF HON. FRANK PALLONE, JR.

Thank you, Mr. Chairman, for convening a hearing on this timely and important
topic—Medicaid’s 50 years of efficient, comprehensive, and sometimes lifesaving,
health coverage of our most vulnerable populations. As a Member of Congress, I be-
lieve that Government can help all Americans succeed, including seniors and low-
income families, and improving and strengthening Medicaid for generations to come
continues to be a primary goal of mine.

Medicaid provides more than 1 in 3 children with a chance at a healthy start in
life. And 1 in 7 Medicare seniors are actually also Medicaid seniors. In fact, the
overwhelming majority of the 71 million current Medicaid beneficiaries are children,
the elderly, the disabled and pregnant women.

We often talk about Medicaid as an entitlement program. Though I don’t believe
this is a true reflection of the program. Medicaid is a bedrock safety net that en-
sures all Americans have protection against the negative economic effects that
undisputedly come with lack of health coverage. Medicaid’s inherent structure was
designed to ensure that health coverage will be there for those who need it when
times are hard, jobs are lost, or accident strikes. The fundamental tenet of the pro-
gram is that it can expand and contract according to need. In fact, Medicaid was
first proposed as part of a set of economic policies by President Truman.

And the Affordable Care Act built on those same goals, by strengthening Medicaid
and expanding its coverage. States that have expanded Medicaid have already real-
ized significant qualitative and economic benefits as uncompensated care rates drop
and more people gain coverage. Meanwhile, Medicaid coverage lowers financial bar-
riers to healthcare access, increases use of preventative care, and improves health
outcomes.

In addition, States have been successful in managing their Medicaid programs
through broad latitude and flexibility to ensure access to critical healthcare services
for their own populations at low costs.

No program is perfect; For instance, I believe that we need to remain vigilant on
access to specialty and dental care, continue to refine transparency and evaluation
of Medicaid waivers, and ensure that Medicaid is successfully integrated with Medi-
care and the health insurance marketplaces. We should think more about how to
advance some of the innovations in delivery system reform-the Medicaid program
has some of our best successes, with some of the toughest-to-treat populations.

Mr. Chairman, I hope to not hear more of the same assaults on the Affordable
Care Act or Medicaid today. Inaccurate and ideological representations of what Med-
icaid is and who it serves are tired and outdated. Instead, I believe that there are
many policy areas in Medicaid where members on both sides could share an inter-
est. I look forward to learning about ways that Congress can help to build on an
already strong Medicaid program, refining and modernizing this critical safety net
for the next 50 years and beyond.

Mr. PALLONE. I would like to yield the 2 minutes—or the remain-
der of my time to Mr. Lujan.

Mr. LUJAN. Thank you very much, Mr. Chairman and Ranking
Member Pallone, for scheduling this hearing. And I am glad that
we are here, coming together to reflect on the success of this pro-
gram as we celebrate its 50th anniversary.
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Medicaid is a critical program across the Nation, and especially
in my home State of New Mexico, where we have had a 53 percent
increase in enrollment since we expanded Medicaid. This rep-
resents 240,000 additional people who have gained coverage as a
result of the Affordable Care Act’s Medicaid expansion in New
Mexico. Behind each of these statistics are real stories of New
Mexicans whose lives have improved because of Medicaid. I believe
deeply in Medicaid’s mission of improving access to health care,
better health outcomes, greater financial security, and that we
have a responsibility to ensure that our constituents are not only
covered, but also receive quality care.

I look forward to the testimony and discussion about how we can
continue to enhance this program for the next 50 years and beyond,
and I also have some very serious specific questions about New
Mexico’s behavioral health program, and I look forward to explor-
ing those as well. So, Mr. Chairman, Ranking Member Pallone, I
thank you for the time, and I yield back.

Mr. PrrTs. Chair thanks the gentleman. As usual, all the mem-
bers’ written opening statements will be made part of the record.
I have a UC request and would like to submit the following docu-
ments for the record: statements from 3M, the National Association
of Chain Drugstores, the Infectious Disease Society of America, and
U.S. Department of Health and Human Services Office of Inspector
General, HHS/OIG. Without objection, so ordered.

[The information appears at the conclusion of the hearing.]

Mr. Prrrs. We have one panel today, and let me introduce them
in the order of their presentations. First, Vikki Wachino, Deputy
Administrator, Centers for Medicare and Medicaid Services, CMS,
and Director of the Center for Medicaid and CHIP services, CMS.
Then Carolyn Yocom, Director, Health Care, Government Account-
ability Office, accompanied by Katherine Iritani, Director of Health
Care, GAO. And finally, Anne Schwartz, Executive Director, Med-
icaid and CHIP Payment and Access Commission, MACPAC.

So thank you all for coming. Your written testimony will be made
part of the record, and you will each be given 5 minutes to summa-
rize your testimony. So, at this point, Ms. Wachino, you are recog-
nized for 5 minutes for your summary.

STATEMENTS OF VIKKI WACHINO, DEPUTY ADMINISTRATOR
AND DIRECTOR, CENTER FOR MEDICAID AND CHIP SERV-
ICES, CENTERS FOR MEDICARE & MEDICAID SERVICES;
CAROLYN L. YOCOM, DIRECTOR, HEALTH CARE, GOVERN-
MENT ACCOUNTABILITY OFFICE, ACCOMPANIED BY KATH-
ERINE IRITANI, DIRECTOR, HEALTH CARE, GOVERNMENT
ACCOUNTABILITY OFFICE; AND ANNE SCHWARTZ, PH.D., EX-
ECUTIVE DIRECTOR, MEDICAID AND CHIP PAYMENT AND
ACCESS COMMISSION

STATEMENT OF VIKKI WACHINO

Ms. WacHINO. Chairman Pitts, thank you. Ranking Member
Green, thank you. Thank you, members of the subcommittee. I am
happy to be with you here today to talk about the importance of
the Medicaid program, and its success in meeting the needs of the
low-income population over the past 50 years. Pleased to be joined
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here today by my colleagues from MACPAC and GAO, whose work
helps us to continue to strengthen the program for the future.

I am Vikki Wachino, and I will introduce myself, building on the
chairman’s introduction, as Deputy Administrator and Director of
the Center for Medicaid and CHIP Services. Since it is my first ap-
pearance here before the subcommittee, I have served in this role
since April, and really look forward to working with the sub-
committee going forward to make the program as strong as pos-
sible.

As you well know, Medicaid provides health insurance coverage
to more than 70 million low-income Americans, and the bene-
ficiaries we serve are children, low-income adults, people with dis-
abilities, seniors, and pregnant women, some of America’s most
vulnerable populations. We work in partnership with States, and,
as a partnership, both we and States have vital roles as program
stewards in ensuring the program’s future. Within Medicaid’s
structure, Medicaid provides vital financial support, and also sig-
nificant flexibility within program rules that help us and States
continue to improve and innovate in the program for the future.

The impact and success of Medicaid coverage is clear from the re-
search. Just last month researchers at the Commonwealth Fund
found that adults covered by Medicaid coverage continuously for a
year have very high rates of obtaining regular sources of care. We
also know, from research released earlier this year, that children
who are covered by Medicaid or CHIP earn higher wages when
they grow into adults, and those examples make both the health
and the economic impact of Medicaid coverage clear.

There is a lot more we can do, though, and are doing, in our
work with States to strengthen the program for its next 50 years
and beyond. As many of you have noted, the Affordable Care Act
gives States the opportunity to provide Medicaid coverage to low-
income adults in their States, at their option, and supported by a
substantially enhanced Federal matching rate. 28 States and the
District of Columbia have worked with us to provide Medicaid cov-
erage to these low-income adults, and the benefits of that expan-
sion are clear. And we are prepared at CMS to work with every
State to develop an approach to expansion that works for the State,
meets its specific needs, and meets the needs of its low-income resi-
dents as we work together to close the coverage gap and insure
more low-income Americans.

The need for modernization in our eligibility enrollment process
was clear to us several years ago, and we have modernized it. We
have made it substantially easier for people to apply using a single
streamlined application, the same application that people applying
for marketplace coverage use, and we have supported that with
electronic verification. And as a result, States are able to make eli-
gibility decisions that are fast, and accurate, and in close to real
time.

Another major area of our focus is delivery system reform, and
working with States to promote innovations that achieve better
health, and better care, at lower cost. We carry that work out
through a variety of mechanisms. Whether it is major delivery sys-
tem reform initiatives, like Strong Start that is aimed at improving
prenatal and maternal health, new authorities, like Health Homes
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for people with chronic conditions, new models, like the State inno-
vation models that help States undertake multi-payer delivery sys-
tem reforms, or pioneering delivery system reforms through our
1115 innovations. In addition to that, a year ago, at the rec-
ommendation of the Governors, we launched the Innovation Accel-
erator Program, which is designed to continue to advance in as
many States as care to work with us, payment and delivery system
reform.

As has been referenced, we have proposed major advances in
managed care. Medicaid is no longer a fee-for-service delivery sys-
tem. Managed care is the delivery system that provides care to the
majority of our beneficiaries, and we want to maximize its potential
to ensure coordination and quality of care. Our regulations had not
been updated in more than a decade, and in May we proposed to
update them to strengthen quality, accountability, transparency,
the beneficiary experience, and also to align our roles with those
that work in Medicare Advantage and in the private market, and
that rule is out for public comment now.

We have been substantially advancing the ability of fragile sen-
iors and people with disabilities to live in their communities and
to self-direct their care. And underpinning all of these improve-
ments are a commitment to program integrity that we have ad-
vanced over the past 5 years, and that span a range of mechanisms
from reviewing States’ program integrity programs to ensure that
they are strong, to ensuring that States, and we, dedicate our re-
sources and coordinate our resources to screen out high risk pro-
viders.

With that I will conclude, and again thank the subcommittee for
your interest in the Medicaid program, and to state once again how
much I am looking forward to working with each of you.

[The prepared statement of Ms. Wachino follows:]
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U.S. House Committee on Energy & Commerce
Subcommittee on Health
Medicaid at 50: Strengthening and Sustaining the Program
July 8, 2015
Chairman Pitts, Ranking Member Green, and members of the Subcommittee, thank you for the
invitation and the opportunity to discuss the importance of the Medicaid program, reflect on
some of its achievements over the past 50 years, and discuss the Centers for Medicare &
Medicaid Services’ (CMS’) work with states in key areas such as broadening access to coverage,
strengthening the quality of care through payment and delivery system reforms, and enhancing

the program so that it meets the needs of our beneficiaries most effectively.

The Medicaid program provides health insurance coverage for more than 70 million Americans,
playing a particularly important role in providing coverage for low-income children, adults,
pregnant women, people with disabilities, and seniors. The health insurance coverage Medicaid
provides ranges from prenatal and pediatric care, to preventive care aimed at stemming chronic
diseases, to long term care services and supports. Federal financial support and flexibilities in
program rules, along with new tools and options made available through the Affordable Care
Act, have helped provide a platform for CMS and states to adopt a range of improvements and
innovations in their Medicaid programs. Under the Affordable Care Act, Medicaid eligibility has
been simplified and aligned across coverage programs. Thanks to these simplifications and the
availability of Medicaid coverage to more low-income adults, millions more uninsured

Americans are gaining coverage.

Because Medicaid is jointly funded by states and the Federal Government and is administered by
states within Federal guidelines, both the Federal Government and states have key roles as
stewards of the program, and CMS and states work together closely to carry out these
responsibilities. Under the Medicaid Federal-state partnership, the Federal Government sets forth
a policy framework for the program and states have significant flexibility to choose options that
enable them to deliver high quality, cost-efficient care for their residents. CMS is committed to
working with states and other partners to advance efforts that promote health, improve the

quality of care, and lower health care costs,
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This month we mark the 50" anniversary of the Medicaid program. For five decades, Medicaid
has helped facilitate access to needed health services and provided financial security through
protection from high out-of-pocket costs for millions of low-income Americans. Medicaid has
played a vital role in providing comprehensive care for children that helps support their growth,
school readiness, and development into healthy aduits, Medicaid has also supported working
families whose employers do not offer affordable health insurance, and fostered better health for
pregnant women and positive birth outcomes for their babies by facilitating access to critical
prenatal services. It has helped address the frequently complex health needs of people with
disabilities, and supported them in living independently. And it has covered long-term care
services and supports for millions of America’s seniors and works in concert with Medicare to
meet critical health needs. Over time, Medicaid has also risen to new challenges, providing care
for people with HIV and AIDS, meeting the screening and treatment needs of people with breast
and cervical cancer, and contributing to financial stability for low-income families by helping

them maintain coverage during economic downturns.

Medicaid plays a fundamental role in assuring that low-income people have access to a high
level of care. According to survey research released by the Commonwealth Fund last month,

95 percent of adults who had continuous Medicaid coverage in 2014 had a regular source of care,
and the percentage of people who rated the quality of the care they received in the past

12 months as excellent or very good was comparable to that of people enrolled in private
coverage. Adults enrolled in Medicaid also reported getting key preventive services like blood
pressure checks at higher rates than did individuals who were uninsured. And Medicaid
beneficiaries were less likely to have had problems paying medical bills than did individuals who
had private coverage or who were uninsured. They were also less likely than those who were

uninsured to skip getting medical care or to let a prescription go unfilled due to cost.’

Recent research that examined the long-term impact of Medicaid on the population it serves

demonstrates that it is a sound investment for the Nation. Earlier this year, researchers at the

National Bureau of Economic Research reported the results of longitudinal research that
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examined children enrolled in Medicaid and the Children's Health Insurance Program (CHIP)
over time. They found that being enrolled in Medicaid and CHIP confers substantial benefits on
individuals, and the country as a whole, when they reach adulthood. Specifically, the researchers
found that individuals who were eligible for Medicaid and CHIP as children had higher
cumulative wages as adults than their peers. The researchers estimated that the Federal
Government recoups 56 cents of each dollar spent on childhood Medicaid by the time those

children reach age 60.2

As we approach Medicaid’s 50% anniversary, CMS is building on Medicaid’s past successes and
enhancing the program. Today I would like to highlight some of the key areas in which CMS is
working with states to strengthen the program’s ability to serve its beneficiaries:
* modernizing the eligibility and enrollment process for Medicaid and CHIP to support a
strong consumer experience;
+ expanding Medicaid eligibility to decrease the number of uninsured Americans and lower
the costs of uncompensated care;
» strengthening payment and delivery systems reform to encourage coordinated, high
quality, patient-centered care;
* continuing to advance the ability of seniors and people with disabilities to receive home
and community-based care;
e updating the Medicaid managed care rules to promote quality, transparency, and access
to care and to align with the rules of other payers;
» enhancing data systems to more accurately measure health care quality and strengthen
program integrity and Medicaid financial management; and
e strengthening program integrity efforts to better combat and prevent fraud, waste, and

abuse.

Modernizing Medicaid and CHIP Eligibility and Enrollment Processes

In our implementation of the Affordable Care Act, CMS has substantially simplified and
modernized Medicaid and CHIP rules and processes for most people who apply for Medicaid

and CHIP, creating an enrollment process that helps eligible consumers enroll in Medicaid and

: httpy//www.nber.org/papers/w20833
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CHIP and access their coverage more quickly and smoothly. These rules are designed to align

and coordinate with policies and procedures established for people who enroll in qualified health
plans through the Marketplace. Before these changes, consumers would often encounter a paper-
dependent process that was unnecessarily complex and time intensive, sometimes involving long
waits for a decision on a family’s eligibility that posed logistical challenges for working families

and could delay access to needed care.

Now, consumers can use a single, streamlined application to apply for Medicaid, CHIP, and
qualified health plans through the Marketplace. Consumers can apply online, over the phone, or
by mail, and can get help from application assistors in their communities, or via call centers that
help people apply for coverage. CMS and states have established an electronic approach to
verifying financial and non-financial information needed to determine Medicaid, CHIP, and
Marketplace eligibility. States now rely on available electronic data sources to confirm data
included on the application, facilitating faster eligibility decisions and promoting program
integrity. In addition, simplified renewal processes help ensure that people retain Medicaid and
CHIP coverage for as long as they are eligible, and that beneficiaries who remain eligible get

needed services like prescription medications.

Modernized state eligibility and enrollment systems underpin many of these simplifications by
enabling automated eligibility verification, offering online applications and streamlining the
consumer experience. To help states invest in these systems, CMS made available 90-percent
matching funds through December 31, 2015, for eligibility system design and development, and
the enhanced 75-percent matching rate indefinitely for maintenance and operations of such
systems provided that these systems met certain standards and conditions that were designed to
support a simple, streamlined enroliment process. In April, in a Notice of Proposed Rulemaking,
CMS proposed ongoing access to the 90-percent and 75-percent matching authority for eligibility
and enrollment systems to provide states with additional time to complete their full systems
modernization, retire outdated “legacy” systems, and promote a dynamic, integrated, enterprise
approach to Medicaid information technology systems. Refinements were made to the standards
and conditions to ensure optimal systems development and efficient use of state and Federal
funding.
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As a result of these simplifications and systems improvements, states are making substantial
progress processing Medicaid and CHIP applications more efficiently, often in real or near real-
time. For example, in Washington, 92 percent of applications are processed in under 24 hours;
in New York, 80 percent of applications are processed in one session; and in Rhode Island,

66 percent of applications are processed without manual intervention or the requirement of

additional information.

Expanding Medicaid Eligibility
As a result of the Affordable Care Act, states have the opportunity to expand Medicaid eligibility

to individuals ages 19-64 years of age with incomes up to 133 percent of the Federal poverty
level (FPL). For the first time, states can provide Medicaid coverage for low-income adults
without dependent children without the need for a demonstration waiver. The Affordable

Care Act provides full Federal funding to cover newly eligible adults in states that expand
Medicaid up to 133 percent FPL through Calendar Year 2016, and covers no less than 90 percent
of costs thereafter. This increased Federal support has enabled 28 states and the District of
Columbia to expand Medicaid coverage to more low-income adults. Most recently, in January,
Indiana expanded its efforts to bring much needed access to health care coverage to uninsured
low-income residents. Primarily as a result of the expansion of coverage to low-income adults
and the eligibility and enrollment simplifications CMS and states have made, 12.3 million people
have gained Medicaid or CHIP coverage since the beginning of the Affordable Care Act’s first

open enrollment period.®

States that have expanded their Medicaid programs are documenting significant reductions in
uncompensated care and the uninsured rate. Hospitals provided over $50 billion in
uncompensated care in 2013; in 2014, there was a $7.4 billion reduction in uncompensated care
costs, and with 68 percent of the reduction coming from states expanding Medicaid.* And of the

11 states with the greatest reductions in uninsured rates in 2015, 10 had expanded Medicaid

3

http://www.medicaid.gov/medicaid-chip-program-information/program-information/downloads/april-2015-
enroliment-report.pdf

4 http://aspe.hhs.gov/health/reports/201 S/medicaidexpansion/ib_uncompensatedcare pdf
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eligibility.’ This coverage is translating into tangible improvements in population health. Nearly
one-third of the cases of diabetes in the United States have not been diagnosed; however, in
states that expanded Medicaid, the number of beneficiaries with newly identified diabetes rose
by 23 percent, compared to 0.4 percent in states that did not expand Medicaid, in the first six
months of 2014.°

CMS is committed to working with states to expand Medicaid in ways that work for them, while
protecting the integrity of the program and those it serves. For example, in lowa and Arkansas,
under section 1115(a) demonstrations, some new Medicaid enrollees receive their coverage from
Qualified Health Plans offered in the individual market through the Marketplace. Michigan’s
Health and Wellness Plan promotes healthy behaviors through education and engagement of
beneficiaries and providers. lowa’s demonstration includes a Healthy Behaviors program under
which a beneficiary is eligible to reduce his/her premium payment amount by engaging in health

improvement activities,

Accelerating States’ Efforts on Medicaid Delivery System Reform
States and CMS share a strong interest in achieving better health and better care at lower cost.

Medicaid plays a major role in the health care delivery system, and funds 16 percent of the
Nation’s health care services.” The expansion of Medicaid to new populations presents both
states and CMS with additional opportunities to pursue delivery system reforms that improve the
Medicaid patient experience while helping to drive innovation across the health care system.
CMS is engaged in a variety of initiatives to work with states, providers, and other stakeholders
to help spur innovation. CMS has collaborated with states in key areas to improve the quality of
care and reform payment and delivery systems, has worked with innovator states to advance
specific reforms, has provided states with tools and guidance developed to meet the needs of
Medicaid beneficiaries, and is working to measure and improve quality across states, in

coordination with similar efforts underway in Medicare and in the private market.

s

htpy//iwww.gallup.com/poll/181664/arkansas-kentucky-improvement-uninsured-rates. aspx
6hﬁg://care,diabetesioumals.org[contcnt/J 8/5/833.long
7 http:/kfforg/health-reform/issue-brief/medicaid-moving-forward/
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Earlier this year, Department of Health and Human Services (HHS) Secretary Burwell
announced measurable goals and a timeline to move the Medicare program, and the health care
system at large, toward paying providers based on the quality, rather than the quantity of care
they provide. This initiative will ultimately create a payment environment that appropriately
promotes and rewards better care management for persons with chronic illness, CMS is
dedicated to working with states to advance delivery system reforms that support these goals

throughout the Medicaid and CHIP programs.

Strong Start

The Strong Start for Mothers and Newborns initiative includes two strategies to reduce
premature births: first, working with hospitals to reduce the number of early elective deliveries
across all payers; and second, testing models of enhanced prenatal care to reduce preterm births

among women covered by Medicaid or CHIP.

The first strategy is a public-private partnership and awareness campaign to reduce the rate of
non-medically indicated early elective deliveries prior to 39 weeks. Working together with
Partnership for Patients, HHS sponsored public-private efforts to improve the safety, reliability,
and cost of hospital care. The Partnership for Patients is an initiative that works with providers to
identify potential hospital safety solutions and test models for improving care transitions from
the hospital to other settings, and for reducing readmissions for high-risk Medicare beneficiaries.
CMS collaborated with Hospital Engagement Networks, a group of providers that work at the
regional, state, national, or hospital system level to help identify solutions already working and
disseminate them to other hospitals and providers, across the country to identify and spread best
practices to reduce potentially unnecessary early elective deliveries, which contributed to a
70.4-percent reduction in early elective deliveries between 2010 and 2013 among participating
hospitals. For example, the Ohio Perinatal Quality Collaborative used a range of interventions to
shift almost 21,000 births from between 36-38 weeks' gestation to 39 weeks gestation between
September 2008 and October 2011, This shift reduced NICU admissions by

three percent (approximately 621 admissions), which alone resulted in an estimated

$24.8 million in savings for the three year period. Almost half of these births were to mothers

enrolled in Medicaid.
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The second Strong Start strategy is a four-year initiative to test new approaches to prenatal care
and evaluate enhanced prenatal care interventions for women enrolled in Medicaid or CHIP who
are at risk for having a preterm birth. The goal of the initiative is to determine if these
approaches to care can reduce the rate of preterm births, improve the health outcomes of
pregnant women and newborns, and decrease the anticipated total cost of medical care during
pregnancy, delivery and over the first year of life. The initiative is currently supporting service
delivery through 27 awardees and 213 provider sites, across 30 states, the District of Columbia,
and Puerto Rico. While more thorough analysis must be completed, preliminary findings after
year one of the program suggest that the enhanced prenatal care models may have a positive
effect on some birth outcomes — specifically, increased rates of breastfeeding, decreased rates
of cesarean section delivery, and decreased rates of preterm birth in comparison to national

averages.

Health Homes

The Affordable Care Act created an optional Medicaid State Plan benefit that allows states to
establish Health Homes in order to better coordinate care for people with Medicaid who have
chronic conditions. Health Home providers operate under a “whole person” philosophy to
integrate and coordinate all primary, acute, and behavioral health care, and long-term care
services and supports, and to measure quality of care. Through this program, states receive a
90-percent enhanced Federal Medical Assistance Percentage (FMAP) for health home services

for the first eight quarters and receive their regular match rate thereafter.

To date, CMS has approved Health Home State Plan Amendments in 19 states, the first of which
was Missouri, Missouri’s Medicaid program, in conjunction with its Department of Mental
Health, successfully launched two Health Home initiatives: one designed to improve care for
Medicaid beneficiaries with physical health conditions and one for beneficiaries with behavioral
health conditions. Under these initiatives, participating Health Home providers delivered
patient-centered culturally sensitive care, enhanced care management and care coordination
across health care settings, and improved access to individual and family supports, including

referral to community, social support, and recovery services. Missouri’s Health Home programs
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reported reductions in-hospital admissions per 1000 of 12.8 percent and 5.9 percent, respectively,
while emergency-room usage per 1000 also declined by 8.2 percent and 9.7 percent in each
program. The state is also reporting an improvement in several key clinical indicators, including
hemoglobin A1C levels in participants with diabetes mellitus, as well as LDL cholesterol levels

and systolic and diastolic blood pressures in participants with heart disease.

Innovative State Delivery System Models

Many State Medicaid agencies have started using a variety of approaches to improve and
modernize their delivery and payment systems. For example, in 2012, Oregon launched a new
managed care model, creating Coordinated Care Organizations (CCOs) that are risk-bearing,
locally-governed provider networks that deliver community-driven coordinated care to Medicaid
beneficiaries. These entities provide all Medicaid enrollees with physical, behavioral, and dental
health services, The CCOs are paid via a global Medicaid budget that grows at a fixed rate,
while allowing for some flexibility in the services that a plan provides. Oregon is held to quality
and spending metrics to ensure that quality continues to improve as the state and CCOs control
costs. The CCOs are held accountable for performance-based metrics and quality standards that
align with industry standards, new systems of governance, and payment incentives that reward
improved health outcomes. CMS has also worked with states to advance integrated care modeis

like patient centered medical homes and accountable care organizations.

Delivery System Reform Incentive Program

CMS works with interested states to pursue state-initiated and developed delivery system reform
initiatives. Through Delivery System Reform Incentive Payment (DSRIP) programs, authorized
through section 1115(a) demonstrations, states support hospitals and other providers in
enhancing how they provide Medicaid services. The first DSRIP initiatives were approved in
2010, and the most recent initiative will begin this year. The lessons learned over this period of
time have helped CMS to refine the DSRIP initiatives and focus them on sustainable,
beneficiary-focused changes to how providers are organized and how care is paid for under the
Medicaid program. Currently, eight states have section 1115(a) demonstrations with DSRIP

programs.
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These initiatives are continuing to evolve, with the most recently approved DSRIP program
providing funding for a broader set of providers, more specific evaluation metrics, and
requirements to meet statewide goals. CMS will continue to work with these states to design and
evaluate both short- and long-term outcomes of these initiatives and the impacts they are having

on care delivery, the costs of services, and the overall health of Medicaid beneficiaries.

Medicaid Innovation Accelerator Program

To spur innovation between CMS and the states, CMS created the Medicaid Innovation
Accelerator Program (IAP) with the goal of improving health and health care for Medicaid
beneficiaries by supporting states” ongoing payment and service delivery-reform efforts. The
IAP is consistent with recommendations made by the National Governors Association Health
Care Sustainability Task Force, which focused on system transformation and state innovations
that rely on the redesign of health care delivery and payment systems. Through the IAP, states
can receive targeted program support designed around their ongoing delivery and payment

system-innovation efforts,

CMS selected four areas as IAP’s program priorities in consultation with states and stakeholders:
(1) substance use disorders; (2) Medicaid beneficiaries with high needs and high costs;

(3) community integration to support long-term services and supports; and (4) physical and
mental health integration. CMS has been working intensively with seven states over the past five
months on the first priority area to develop and implement substance use disorder service
delivery reform activities. Additionally, CMS announced the details of the second IAP program
priority area, improving care for Medicaid beneficiaries with corplex needs and high costs, at
the end of June 2015 via a national webinar. The final two program priority areas, community
integration to support long- term services and supports and physical and mental health
integration, have target launch timeframes of fall and winter of 2015, respectively. CMS also is
working with some states to support data integration across Medicare and Medicaid to provide

integrated care for Medicare-Medicaid enrollees.

All states can be laboratories for health care reform. As noted above, 19 states have initiated

comprehensive health homes for people with multiple chronic conditions. Several states have

10
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developed shared savings payment models through State Innovation Models. Twelve states are
testing new delivery and payment models for people who are dually eligible for Medicaid and
Medicare through the Financial Alignment Initiative. While payment and service delivery
innovation is well underway in states, there are common challenges to all Medicaid delivery
reforms, particularly in technical areas such as data analytics, payment modeling and financial
simulations, quality measurement, and rapid cycle learning. IAP will help strengthen all of our
efforts on delivery reform and move Medicaid payment and delivery to the next level by

addressing these shared issues.

State Innovation Models

The CMS Innovation Center created the State Innovation Models (SIM) initiative for states that
are prepared for or committed to planning, designing, testing, and supporting evaluation of new
payment and service delivery models in the context of larger health system transformation. The
SIM is providing financial and technical support to states for the development and testing of
state-led, multi-payer health care payment and service delivery models that will improve health
system performance, increase quality of care, and decrease costs for Medicare, Medicaid and
CHIP beneficiaries.

In Round One of the SIM Initiative, 25 states were awarded funds to design or test innovative
health care payment and service delivery models in the form of Model Design, Model Pre-Test,
and Model Test awards, In Round Two,® the SIM Initiative is providing funds to 28 states, three
territories, and the District of Columbia. This includes both Model Design awardees, states that
are designing plans and strategies for statewide innovation, and Model Test awardees, states that
are testing and implementing comprehensive statewide health transformation plans. Including
the Round Two awardees, over half of states, representing 61 percent of the U.S. population, will
be working to support comprehensive state-based innovation in health system transformation.
Many of the states participating in SIM are developing new approaches to delivering care to
Medicaid and CHIP beneficiaries. For example, in Maine, the SIM grant from CMS has
supported the state to design a vision for a robust multi-payer model, including components such

as health homes and shared savings.

# For more information: http://innovation.cms.gov/initiatives/State-Innovations-Round-Two/index himl
11
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Financial Alignment Initiative

Today there are over 10 million Americans enrolled in both the Medicare and Medicaid
programs, commonly known as “dual eligible” beneficiaries. The Medicare-Medicaid Financial
Alignment Initiative is designed to better align the financial incentives of the two programs to
provide these dual eligible beneficiaries with improved health outcomes and a better care

experience.

The Financial Alignment Initiative created two model types: capitated and managed fee-for-
service. In the capitated model, a state, CMS, and a health plan enter into a three-way contract,
and the plan receives a prospective blended payment to provide comprehensive, coordinated
care. In the managed fee-for-service model, a state and CMS enter into an agreement by which
the state is eligible to benefit from a portion of savings from initiatives designed to improve
quality and reduce costs for both Medicare and Medicaid. Implementation of each demonstration
is a collaborative effort between CMS and the state, and CMS has made several resources
available to assist states with implementation activities. To date, new demonstrations are
underway in 12 states, with approximately 400,000 dually-eligible beneficiaries participating in

the financial-alignment models.

Moving Towards Home and Community-Based Care

CMS continues to look for ways to enable Medicaid beneficiaries with disabilities to receive
home and community-based care, instead of relying on institutional care. The commitment to
deliver care in ways that improve both efficiency and beneficiary outcomes extends beyond the
delivery of acute and outpatient care to the delivery of long term care services as well. The
passage of the Affordable Care Act provides new and expanded opportunities to serve more

individuals in home and community-based settings.

The core mechanism that states have used to promote access to community-based services and
supports for Medicaid beneficiaries is through Home and Community-Based Services (HCBS)
waivers. Today, 47 states and Washington, D.C. operate at least one 1915(c) HCBS waiver. The

Affordable Care Act also created new options under state plan authority for states to provide

12



24

home and community-based care. For example, the Affordable Care Act authorized Community
First Choice under section 1915(k), a state plan benefit that offers community-based attendant
supports and services to individuals who meet institutional levels of care. Five states have
approved Community First Choice state plan amendments and CMS is also working intensively

with several additional states on proposals that are under review.

As states continue to reduce their reliance on institutional care, develop community-based long-
term care opportunities, and transition individuals living in institutions to community living,
almost all of them have worked with CMS as part of our Money Follows the Person Rebalancing
Demonstration Grant Program. Today, 43 states and Washington, D.C. participate in Money
Follows the Person and receive enhanced Federal matching funds to serve individuals who move
from institutional care to community integrated long-term care settings. In addition to Money
Follows the Person, 18 states currently participate in the Balancing Incentive Program, also
created by the Affordable Care Act, which provides enhanced Federal match to states that make
structural reforms to increase institutional diversion and access to non-institutional long-term
care services. According to the forthcoming Long-Term Services and Supports (LTSS)
Expenditure Report to be released by CMS, 2013 data show that Medicaid spending on such
services has tipped in favor of the community, with51 percent spent on community-based
services versus 49 percent being spent on institutional services. Ten years ago, community-based

spending made up just 33 percent of total long-term care spending.

Medicaid has also helped ensure that individuals are the focal point of the HCBS care planning
process and that they have choice of and control over HCBS services. HCBS programs have a
person-centered planning requirement — a process directed by the individual with long-term care
service and support needs which may include a representative chosen by the individual, and/or
who is authorized to make personal or health decisions for the person, family members, legal
guardians, friends, caregivers, and others the person or his/her representative wishes to include.
HCBS programs also include the ability for an individual to “self-direct” their services.
Participant or self-directed service options in long-term care financing programs provide
individuals and their representatives the opportunity to hire, manage, and fire their direct-service

workers. Funds may also be used to purchase other goods and services, such as assistive

13
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technology, home modifications, personal care supplies, and transportation, within Federal and
state guidelines. At least 38 states have self-direction programs in place for HCBS and about
one quarter of all Medicaid beneficiaries receiving HCBS are self-directing some of their

services, according to state-reported data in 2014.

As we move to more home and community-based services, acknowledging that the majority of
Medicaid spending is in the area of long-term care services and supports, CMS is engaged in
making sure that the delivery of these services is supported by robust data. As such, we are
engaged in testing an experience of care survey and a set of functional assessment elements,
demonstrating the use of personal health records and creating a standard electronic long-term
services and support plan. This work will provide national metrics and valuable feedback on
how health information technology can be implemented in this component of the Medicaid

program.

Updating Managed Care
As the health care delivery system moves towards more integrated care and away from fee-for-

service, states are increasingly moving to the use of managed care in serving Medicaid
beneficiaries. Approximately 58 percent of Medicaid beneficiaries are enrolled in capitated,
risk-based managed care for part or all of their services. Managed care is serving new
populations, including seniors and people with disabilities who need long-term services and
supports, and individuals newly eligible for Medicaid. Recognizing these changes, in May CMS
issued a proposed rule to modernize Medicaid and CHIP managed care regulations to update the
programs’ rules and strengthen the delivery of quality care for beneficiaries. This proposed rule
is the first major update to Medicaid and CHIP managed care regulations in more than a decade
and a major part of CMS’ efforts to strengthen delivery systems that serve Medicaid and CHIP

beneficiaries.

The proposed rule incorporates several core principles to update the regulations, specifically
aligning with Medicare Advantage and private coverage plans, supporting state delivery system
reform, promoting the quality of care, strengthening program and fiscal integrity, incorporating

best practices for managed long-term services and supports programs, and enhancing the

14
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beneficiary experience. Under the proposed rule, Medicaid managed care policies would be
aligned to a much greater extent with those of Medicare Advantage and the private market,
which would improve operational efficiencies for states and health plans, as well as improve the
experience of care for individuals who transition between health care coverage options.

The proposed rule promotes state delivery system reform through encouraging initiatives within
managed care programs that strive to improve health care outcomes and beneficiary experience
while controlling costs. The proposed rule acknowledges the greater demand of mental health
and substance abuse disorder services by clarifying that states are permitted to make a monthly
capitation payment to a managed care plan for an enrollee that has a short term stay (no more
than 15 days) in an institution for mental disease. The proposed rule would require a quality
strategy for a state’s entire Medicaid program and also establish a Medicaid managed care
quality rating system that would include performance information on all health plans and align
with the existing rating systems in Medicare Advantage and the Marketplace. By clarifying
actuarial soundness requirements, CMS intends to strengthen fiscal and programmatic integrity
of Medicaid managed care programs and rate setting. CMS also intends to implement best
practices identified in existing managed long-term services and supports programs. The
proposed rule would improve the beneficiary experience by making additional information and
support systems available to individuals as they enroll in managed care. The proposed rule also
supports beneficiaries by strengthening requirements on managed care plans to ensure that
covered services are available and that individuals get high-quality, coordinated care through
efforts such as strengthening network adequacy. In order to ensure CHIP beneficiaries the same
quality and access in managed care programs, where appropriate, CHIP managed care
regulations would be largely aligned with the proposed revisions to the Medicaid managed care

rules.

Building Enbanced Data Systems
Improving and enhancing Medicaid data systems is an important part of CMS efforts to

modernize the program. Better data systems can help both CMS and states measure health care
quality and improve program integrity and Medicaid financial management. CMS has
encouraged and supported states in their efforts to modernize and improve state Medicaid

Management Information Systems, which will produce greater efficiencies and strengthen

15
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program integrity. CMS also developed the Transformed Medicaid Statistical Information
System (T-MSIS). T-MSIS will facilitate state submission of timely claims data to HHS, expand
the MSIS dataset, and allow CMS to review the completeness and quality of State MSIS
submittals. CMS will explore using this data for the Medicaid improper payment measurement,
evaluating section 1115 waivers and models being tested by the CMS Innovation Center, and to
satisfy other HHS requirements. Through the use of T-MSIS, CMS will not only acquire higher
quality data, but will also reduce state data requests. States will move from MSIS to T-MSIS on
a rolling basis with the goal of having all states submitting data in the T-MSIS file format by the
end of 2015.

Strengthening Program Integrity

CMS is committed to sound financial management of the Medicaid program and works to ensure
that we are good stewards of taxpayer dollars. States and the Federal Government share mutual
obligations and accountability for the integrity of the Medicaid program and the development,
application, and improvement of program safeguards necessary to ensure proper and appropriate
use of both Federal and State dollars. This Federal-State partnership is central to the success of
the Medicaid program, and it depends on clear lines of responsibility and shared expectations.
Through provisions included in the Affordable Care Act and through CMS regulations, we are
enhancing program integrity by strengthening provider and beneficiary eligibility safeguards, as
well as by maintaining strong oversight partnerships and data exchanges with states. For
example, the Affordable Care Act required CMS to implement risk-based screening of providers

and suppliers who want to participate in Medicare, Medicaid, and CHIP.

HHS has implemented a Comprehensive Medicaid Integrity Plan (CMIP), which provides a
strategy for CMS to improve Medicaid program integrity for the FY 2014-2018 period.” The
execution of the strategics in CMIP will improve the ability of state Medicaid agencies and CMS
to leverage program data to detect and prevent improper payments, which will strengthen the
ability of state Medicaid agencies to safeguard state and Federal Medicaid dollars from diversion
into fraud, waste, and abuse. In addition, CMS is working to streamline its assessments of state

Medicaid program integrity activities. CMS began conducting comprehensive state program

9

http://www.cms.gov/Regulations-and-Guidance/Legislation/DeficitReductionAct/Downloads/cmip2014.pdf
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integrity reviews in 2007 on a triennial basis. These reviews play a critical role in how CMS

provides assistance to states in their efforts to combat provider fraud and abuse.

Confronting Challenges and Moving Forward
Throughout its 50-year history, Medicaid has served as an adaptable program, adjusting to

national and state-specific needs and meeting the health care needs of children, adults, pregnant
women, seniors, and people with disabilities. For these low-income Americans, Medicaid has
provided health insurance coverage that is affordable, accessible, and has served as the Nation’s
major source of long-term care coverage. CMS will continue to work closely with states and
other stakeholders to continue to strengthen the Medicaid program in key areas such as
modernizing the enrollment process; strengthening delivery systems and managed care;
increasing our collection and use of data to make policy and program-management decisions;

and enabling individuals with disabilities to live in their homes and communities.

I appreciate the Subcommittee’s ongoing interest in the Medicaid program, and look forward to

working with you to strengthen and improve Medicaid for the people the program serves,

17
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Mr. PitTs. The Chair thanks the gentlelady. I now recognize Ms.
Yocom, 5 minutes for your opening statement.

STATEMENT OF CAROLYN L. YOCOM

Ms. Yocom. Chairman Pitts, Ranking Member Green, and mem-
bers of the subcommittee, I am pleased to be here today with my
colleague, Katherine Iritani, to discuss the key issues that are fac-
ing the Medicaid program. Today Medicaid is undergoing a period
of transformative change as enrollment grows following the pas-
sage of the Patient Protection and Affordable Care Act. Under this
Act, more than half of the States have elected to expand their Med-
icaid programs and cover low-income adults who were not pre-
viously eligible for the program.

At the heart of Medicaid is a Federal/State partnership. Both the
Federal Government and the States play important roles in ensur-
ing that Medicaid is fiscally responsible and sustainable over time,
and effective in meeting the needs of its population that it serves.
We designated Medicaid as a high-risk program in 2003, and our
statement highlights some of the significant oversight challenges
that, based on our work, exist today.

Our statement highlights four key issues: First, access to care;
second, transparency and oversight; third, program integrity; and
fourth, Federal financing. Congress and HHS have taken some
positive steps related to these four key issues, and continued atten-
tion is critical to ensure that the Medicaid program is effective for
the enrollees who rely on it, and also accountable to the taxpayers
who pay for it. Accordingly, our work recommends additional steps
to bolster efforts in each of these areas.

First, maintaining and improving access to care is critical to en-
suring that Medicaid operates effectively. Our analysis of national
survey data suggests that access to care in Medicaid is generally
comparable to that of individuals with private insurance. However,
our work also shows that Medicaid enrollees can face particular
challenges accessing certain types of care, such as mental health
and dental care.

Second, increased transparency and improved oversight can help
improve the Medicaid program. For example, CMS lacks complete
and reliable data about the sources of funds that States use to fi-
nance the non-Federal share of Medicaid, and it also lacks complete
data on payments to providers, which hinders oversight. Gaps in
HHS’ criteria, process, and policy for improving State spending on
demonstration projects also raises added questions about tens of
billions of dollars in Federal spending.

Third, improving program integrity can help ensure the most ap-
propriate use of Medicaid funds. Improper payments are a signifi-
cant cost to Medicaid, totaling an estimated 17.5 billion in fiscal
year 2014. Our work suggests that an effective Federal/State part-
nership is a key factor in improper payments and combating them,
not only to oversee spending in both fee-for-service and managed
care, but also to set appropriate payment rates for managed care
organizations, and ensure that only eligible individuals and pro-
viders participate in Medicaid.

Fourth, since its inception, efforts to finance the Medicaid pro-
gram have been in odds with the cyclical nature of its design and
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operation, particularly during national economic downturns. We
suggested that Congress consider enacting a Federal funding for-
mula that would provide automatic, targeted, and timely assistance
to States during national economic downturns. We have also de-
scribed revisions to the current Federal funding formula that could
more equitably allocate Medicaid funds to States by better account-
ing for each State’s ability to finance the program.

In conclusion, continued focus on these challenges is critical to
ensuring that continued access to care for the tens of millions of
Americans who are in the Medicaid program. It is also critical to
ensuring the sustainability. Chairman Pitts, Ranking Member
Green, and members of the subcommittee, this concludes our pre-
pared statement. We would be pleased to respond to any questions
you might have.

[The prepared statement of Ms. Yocom follows:]
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 MEDICAID

Overview of Key Issues Facing the Program

What GAO Found

GAQ identified four key issues facing the Medicaid program: access to care;
transparency and oversight; program integrity; and federal financing.

« Access to care: Medicaid enrollees report access to care that is generally
comparable to privately insured individuals, but may have greater difficulty
accessing specialty care (like mental health care) and dental care. GAQ has
recommended actions such as improving data on enrollees’ access to care.
CMS has issued guidance to states about reporting referrals for services, but
has no plans to require states to report whether certain enrollees receive
services for which they are referred, as GAQ recommended.

s Transparency and oversight: The lack of reliable CMS data on states’
financing of the non-federal share of Medicaid and program payments to
providers hinders federal oversight, and GAQ has recommended steps to
improve data and oversight. Also, improvements are needed in the
Department of Health and Human Services’ (HHS) criteria, policy, and
process for approving states' spending on demonstrations—state projects
that may test new ways to deliver or pay for care, which have grown to
account for close to one-third of federal Medicaid spending in 2014, HHS has
approved demonsiration spending limits that were not budget neutral to the
federal government, as required by HHS poticy. GAO estimated that
spending limits were tens of billions of dollars higher than what spending
would have been if states’ existing Medicaid programs had continued. GAO
has suggested that Congress consider requiring HHS to make improvements
in these areas, such as by better ensuring that valid methods are used to
demonstrate budget neutrality.

* Program integrity: The program’s size and diversity make it vulnerable to
improper payments, which totaled an estimated $17.5 billion in fiscal year
2014, according to HHS. Key to ensuring the most appropriate use of funds
are (1) identifying and preventing improper payments in fee-for-service and
managed care, (2) setting appropriate payment rates for managed care
organizations, and (3) ensuring only eligible individuals and providers participate
in Medicaid. GAO has recommended steps to improve program integrity, such
as by improving Medicaid managed care oversight. CMS has taken some
steps, but the lack of a comprehensive program integrity strategy for
managed care leaves a growing portion of Medicaid funds at risk. GAQ
believes that further actions, such as requiring states to conduct audits of
payments {o and by managed care organizations, are crucial.

« Federal financing: Automatic temporary increases in federal assistance
during economic downturns and more equitable allocations of federai
Medicaid funds to states (by better accounting for states’ ability to fund
Medicaid) could better align federal funding with states’ needs, offering states
greater fiscal stability. GAO has suggested that Congress could consider
enacting a funding formula that provides automatic, targeted, and timely
assistance in response to national economic downturns. GAO has also
described revisions to the current funding formula that could better align
federal funding with each state’s resources, demand for services, and costs.

United States Government Accountability Office
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Chairman Pitts, Ranking Member Green, and Members of the
Subcommittee:

We are pleased to be here today to discuss key issues facing the
Medicaid program. The Medicaid program marks its 50th anniversary on
July 30, 2015. Over the past half-century, Medicaid has grown to be one
of the largest sources of heaith care coverage and financing for a diverse
low-income and medically needy population. Medicaid is a significant
component of federal and state budgets, with estimated outlays of

$508 billion in fiscal year 2014, of which $304 billion was financed by
the federal government and $204 billion by the states.! Operating as an
important health care safety net, Medicaid covered about 72 million
individuais—roughly one-fifth of the U.S. population—during fiscal year
2013.2 Medicaid is undergoing a period of transformative change, as
enroliment is growing under the Patient Protection and Affordable Care
Act (PPACA). In particular, PPACA permits states to expand their
Medicaid programs by covering certain low-income adults not historically
eligible for Medicaid coverage, and more than half of the states have
done so.

Medicaid is designed as a federal-state partnership, and both the federal
government and the states play important roles in ensuring that Medicaid
is fiscally sustainable over time and effective in meeting the needs of the
vulnerable populations it serves. Medicaid is financed jointly by the
federal government and states, administered at the state level, and
overseen at the federal level by the Centers for Medicare & Medicaid
Services (CMS), within the Department of Health and Human Services
(HHS). By design, Medicaid allows significant flexibility for states to
design and implement their programs. While state flexibility is a key
element of the program, federal oversight is important to help ensure that
funds are used appropriately and that enroliees can access qualily care.
However, significant challenges for oversight exist, given the size, growth,

Centers for Medicare 8 Medicaid Services, Office of the Actuary, 2013 Actuanial Report
on the Financial Outiook for Medicaid (Washington, D.C.: 2014). As of June 30, 2015, the
Centers for Medicare & Medicaid Services had not published data on final fiscal year 2014
expenditures.

2This figure represents the total number of individuals ever enrolled in the program in

2013. There were about 58 miltion indivi in the program at any one point in
time. See Medicaid and CHIP Payment and Access Commission, Report to the Congress
on Medicaid and CHIP () ington, D.C.: March 2014),
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and diversity of Medicaid, which we designated as a high-risk program in
2003 due to these factors and gaps in oversight we identified.

Over the years, we have reported on a number of challenges facing
Medicaid, and made numerous recommendations regarding gaps in
federal oversight of the program.® Our statement today highlights key
issues that face the Medicaid program, based on our work. To identify the
key issues for this statement, we reviewed more than 70 reports on
Medicaid that we issued from January 2005 through June 2015, including
our most recent high risk update, which provides an overview of
challenges facing Medicald and areas needing improved federal
oversight.* From January 2015 to May 2015, we also obtained and
reviewed information from CMS about the status of our prior
recommendations, as well as current CMS efforts related to Medicaid.®
The issues we discuss are neither inclusive of all the issues facing
Medicaid nor all the issues CMS faces in its oversight efforts. We
conducted all of the work on which this statement is based in accordance
with generally accepted government auditing standards. Those standards
require that we plan and perform the audit to obtain sufficient, appropriate
evidence to provide a reasonable basis for our findings and conclusions
based on our audit objectives. We believe that the evidence obtained
provides a reasonable basis for our findings and conclusions based on
our audit objectives.

In summary, we found that the Medicald program faces a range of key
issues as it marks its 50th year. Attention to these key issues-access to
care; transparency and oversight, program integrity; and federal
financing—will be important fo ensuring that the Medicaid program is both
effective for the enrollees who rely on it and accountable 1o the taxpayers.
Matters for congressional consideration and selected GAO
recommendations that address these key issues are summarized in
appendix I.

3See, for example, GAO, High-Risk Series: An Update, GAO-15-290 (Washington, D.C.:
Feb. 11, 2015).

4See the list of related GAO products at the end of this statement for selected reports
about Medicaid.

SSee Appendix | for select d prior GAQ dati garding Medicaid. GAQO has
made over 80 recommendations regarding Medicaid.

Page 2 GAOC-15-T46T Key Medicaid Issues
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Access to care. Maintaining and improving access to care is critical to
ensuring that the program is effective for the individuals who rely on it.
National survey data have suggested that access fo medical care
reported by Medicaid enrollees is generally comparable to that of
individuals with private health insurance—with few (less than 4 percent)
reporting difficulty obtaining necessary medical care in 2008 and 2009—
but that Medicaid enroliees do face particular challenges in accessing
certain types of care, such as obtaining speciaity care (like mental heaith
care) or dental care.® For example, our 2010 national survey of
physicians found that specialty physicians were generally more willing to
accept privately insured children as new patients than Medicaid-covered
children, and that more physicians reported having difficulty referring
Medicaid-covered children to specialty providers than reported having
difficulty referring privately insured children.” CMS has taken steps to help
ensure enrollees’ access to care, and we have recommended additional
steps that could bolster those efforts. For example, in April 2011 we
recommended CMS take steps to improve its data from states to help
assess Medicaid enrollees’ access to care.® in particular, we
recommended that CMS work with states to explore options for capturing
information on children’s receipt of services for which they were referred.
The agency has issued guidance to states about how to report referrals
for health care services, but has no plans to require states to report
whether children receive services for which they are referred. We
continue to believe this information is important for monitoring and
ensuring children’s access to care.

8See, for example, GAC, Children’s Health | : Infe ion on Coverage of
Services, Costs to Consumers, and Access to Care in CHIP and Other Sources of
Insurance, GAO-14-40 (Washington, D.C.: Nov, 21, 2013); Children’s Mental Health:
Concems Remain about Appropriate Services for Children in Medicaid and Foster Care,
GAQ-13-15 (Washington, D.C.: Dec. 10, 2012); and Medicaid: States Made Multiple
Program Changes, and farit lly Reporied Access Comparable to Private
insurance, GAO-13-65 (Washington, D.C.: Nov. 15, 2012).

“See GAOQ, Medicaid and CHIP: Most Physicians Serve Covered Children but Have
2Dé‘fi‘r‘culiy Refarring Them for Specially Care, GAO-11-624 (Washington, D.C.; June 30,
1

8See GAO, Medicaid and CHIP: Reports for Monitoring Children’s Health Care Services
Need Improvement, GAO-11-203R (Washington, D.C.: April 5, 2011).

Page 3 GAO-15-748T Key Medicaid Issues
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Transparency and oversight. Efforts to ensure fiscal accountability
through increased transparency and improved oversight can help ensure
the appropriate use of Medicaid funds. States are responsible for
financing the non-federal share of their programs, and can use state
general funds as well as other sources, such as taxes on health care
providers and transfers of funds from local governments. However, we
have found CMS lacks complete and reliable data about the sources of
funds states use to finance the non-federal share of Medicaid, including
data needed to monitor states’ reliance on providers and local
governments to finance the non-federal share, which can shift costs to the
federal government. CMS also lacks compiete data on program payments
to providers, which hinders oversight. Accordingly, our work has pointed
to the need for better data on states’ funding sources and state payments
to providers, as well as improved policy and oversight.? In addition, we
have highlighted the need for improvements in HHS's criteria, policy, and
process for approving states’ spending on demonstrations--state projects
that may test new ways to deliver or pay for Medicaid benefits, which
have grown over time to account for close to one-third of federal Medicaid
spending in 2014." Although HHS policy requires demonstrations to be
budget-neutral to the federal government, HHS has approved
demonstration spending limits that we estimate were billions of dollars
higher than what federal spending would have been if the states’ existing
Medicaid programs had continued. We found that HHS has allowed
states to use questionable methods and assumptions for their spending
estimates, without providing adequate documentation to support them.
We have also found that HHS has not issued explicit criteria explaining
how it determines that demonstration spending furthers Medicaid
objectives, and that HHS's approval documents are not always clear as to
what, precisely, approved expenditures are for and how they will promote

9See, for GAO, icaid: CMS O ight of Provider Pe fs Is Hi d by
lelted Data and Unclear Policy, GAO-15-322 (Wasmngton D.C.: April 10, 201 5)
Medicaid Financing: States’ Increased Reliance on Funds from Health Care Providers and
Local Governments Warrants Improved CMS Data Collsction, GAQ-14-4 627 (Washington,
D.C.; July 29, 2014); and Medicaid: More sy of and Ac ility for
Supp/emenlal Payments Are Neaded, GAO 1 3—48 (Washlngton D.C.: Nov, 26, 2012).

see, for example, GAO, Medicaid Demonstrations: Approval Criteria and Documentation
Need {o Show How Furthers & d Objectives, GAO-15-239 (Washington,
D.C.: Aprit 13, 2015); Medicaid Demonstrations: HHS's Approvai Process for Arkansas's
Medicaid Expansion Waiver Raises Cost Concems GAQO-14-689R (Washington, D.C.:
Aug. 8, 2014); and Medicaid D ation Waivers: Approval Process Raises Cost
Concems and Lacks Transparency, GAQ-13-384 (Washmgton D.C.: June 25, 2013).
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these objectives.’ As a result, the bases for HHS’s decisions involving
tens of billions of Medicaid dollars are not transparent.

Congress and HHS have taken important steps in recent years to improve
transparency, oversight, and fiscal accountability, and we have
recommended additional steps that would build on those efforts. For
example, in July 2014, we recommended that CMS take steps to ensure
that states report accurate and complete information on all sources of
funds used to finance the nonfederal share of Medicaid, and offered
suggestions for doing so. HHS disagreed, stating that its current efforts
were adequate,? However, we continue to believe that improved data are
needed to improve transparency and oversight. in addition, in April 2015,
we recommended that CMS take steps to ensure that states report
accurate and complete provider-specific payment data and develop a
policy and process for reviewing payments to individual providers to
determine whether they are economical and efficient, and HHS concurred
with our recommendations.*® In November 2012, we suggested that,
because CMS said legislation was required for the agency to take
particular steps to improve oversight of certain high-risk Medicaid
payments, Congress consider requiring CMS to improve reporting of
these payments and subject them to independent audit. ' We also have
made muitiple recommendations aimed at improving HHS's
demonstration approval process, such as by improving its review criteria
and methods. In 2008, because HHS disagreed that our recommended
changes were needed—maintaining that its process was sufficient—we
suggested that Congress consider requiring the Secretary of HHS to take
certain actions to improve the demonstration approval process, such as
by better ensuring that valid methods are used to demonstrate budget
neutrality, and documenting the basis for such approvals.'® In April 2015,
we recommended that HHS ensure that its demonstration approvals
document the criteria used to assess whether demonstrations are likely to

YSee GAO-15-239.
25ee GAO-14-627.
Bsee GAQ-15-322.
See GAO-13-48.

SSee GAO, Medicaid Demonstration Waivers: Recent HHS Approvals Continue to Raise
Cost and Oversight Concerns, GAQ-08-87 {Washington, D.C.. Jan. 31, 2008).
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promote Medicaid objectives, and HHS concurred with this
recommendation.®

Program integrity. improving program integrity can help ensure the most
appropriate use of Medicaid funds. The program’s size and diversity
make it particularly vulnerable to improper payments, including payments
made for treatments or services that were not covered by the program,
that were not medically necessary, or that were never provided. improper
payments are a significant cost to Medicaid—totaling an estimated

$17.5 billion in fiscal year 2014, according to HHS. An effective federal-
state partnership is key to ensuring the most appropriate use of funds by
(1) identifying and preventing improper payments in both fee-for-service
and managed care, (2) setting appropriate payment rates for managed
care organizations, and (3) ensuring only eligible individuals and
providers participate in Medicaid.”” CMS has taken steps to improve
program integrity, and we have recommended other steps that would
bolster those efforts. In May 2014, for example, we recommended CMS
take steps to improve oversight of growing Medicaid managed care
expenditures.” CMS has taken some steps, but the lack of a
comprehensive program integrity strategy for managed care leaves a
growing portion of Medicaid funds at risk. We believe that further actions,
in particular requiring states to conduct audits of payments to and by
managed care organizations, and updating guidance on Medicaid
managed care program integrity practices, are crucial to improving
program integrity,

Federal financing. Medicaid’s federal-state partnership could be
improved through a revised federal financing approach that better
addresses variations in states’ financing needs. The federal government
shares in the costs of state Medicaid payments using the Federal Medical

®See GAO-15-230.

see, for example, GAO, Medicaid: Additional Actions Needed fo Help improve Provider
and Beneficiary Fraud Controls, GAO-15-313 (Washington, D.C.: May 14, 2015); Medicaid
Information Technology: CMS Supports Use of Program Integrity Systems but Should
Require States to Determine Effectiveness, GAO-15-207 (Washington, D.C.: Jan. 30,
2015), Medicaid: Additional Federal Action Needed to Further Improper Third-Party
Liability Efforts, GAQ-16-208 (Washington, D.C.: Jan. 28, 2015); and Medicaid Program
Integnty: | Oversight Needed to Ensure integrity of Growing Managed Care
Expenditures, GAO-14-341 (Washington, D.C.: May 19, 2014).

BSee GAO-14-341.
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Assistance Percentage (FMAP), which is determined annually by a
statutory formula based in part on each state’s per capita income. States
with lower per capita incomes receive higher matching rates.
Automatically providing increased federal financial assistance to states
affected by national economic downturns, in a timely and targeted way—
through temporary changes to the federal funding formula——couid help
provide assistance that is more responsive to states’ particuiar economic
conditions than past federal assistance when Congress acted to
temporarily increase support to states by increasing the share of Medicaid
expenditures paid by the federal government."® We suggested in
November 2011 that Congress could consider enacting a federal funding
formula that provides such automatic, targeted and timely assistance.? In
addition, we have described revisions to the current federal funding
formula that could more equitably aliocate Medicaid funds to states by
better accounting for their ability to fund Medicaid.?' These improvements
could better align federal funding with each state’s resources, demand for
setvices, and costs; better facilitate state budget planning; and provide
states with greater fiscal stability during times of economic stress.

In conclusion, our previous work highlights the range of challenges facing
the Medicaid program as it approaches its 50th anniversary. Addressing
these challenges is critical to ensuring continued access to care for tens
of millions of Americans and the fiscal sustainability of the program, in the
coming weeks, we will issue a report that discusses these challenges—
and recommendations we made in prior work to address them—in greater
detail. The report will also describe the Medicaid program’s ongoing
transformation, as federal and state governments implement PPACA
changes, prepare for the aging of the population, and adopt new
technologies. These challenges and the transformation of the Medicaid
program increase the importance of federal oversight and we stand ready
to assist Congress in carrying out this oversight.

¥5ee, for example, GAQ, Medicaid: Frototype Formula Would Provide Automatic,
Targeted Assistance to States during Economic Downturns, GAQ-12-38 (Washington,
D.C.: Nov. 10, 2011); and Medicaid: Improving Responsi of Federal Assi: fo
States during Economic Downtums, GAO-11-395 (Washington, D.C.. March 31, 2011).

Dsee GAO-12-38.

'See GAQ, Medicaid: Al ive Me Could Be Used fo Allocate Funding More
Equitably, GAQ-13-434 (Washington, D.C.: May 10, 2013).
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Chairman Pitts, Ranking Member Green, and Members of the
Subcommittee, this concludes our prepared statement. We would be
pleased to respond to any questions that you might have at this time.

AN

if you or your staff have any questions about this testimony, please
GAO Contacts and contact Katherine M. iritani at (202) 512-7114 or iritanik@gao.gov or
Staff Carolyn L. Yocom at (202) §12-7114 or yocomc@gao.gov. Contact
Acknowl edgm ents points for our Offices of Congressional Relations and Public Affairs

may be found on the last page of this statement. Individuals making

key contributions to this testimony include Robert Copeland, Assistant
Director; Kristen Joan Anderson; Robin Burke; Drew Long; Jasleen Modi;
and Jessica Morris.
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Appendix |: Matters for Congressional
Consideration and Selected Medicaid-
Related Recommendations, as of June 2015

Table 1: Matters for Cong i C

The following table fists prior Medicaid-retated matters for congressional
consideration GAO has suggested.

GAO Report

Matters for Cong: Considerati

Medicaid: More Transparency of and
Accountability for Supplemental
Payments Are Needed. GAO-13-48,
November 26, 2012

Congress should consider requiring the Centers for Medicare & Medicaid Services (CMS)
o

1. improve state repomng of non-d&spropomonate share hospWal {DSH) supplemental
a1 annual rep g of pay made to
facilities and other information that the agency ines is yto
non-DSH supplemental payments;
2. clarify permissible methods for calculating non-DSH supplemental payments; and

3. require states to submit an annual mdependent certified audit verifying state
< 1ce with p ible methods for calculating non-DSH supplemental

payments.

Medicaid: Proto‘ype Formula Wouid

Congress could consider enacting a Federal Medical Assistance Percentage (FMAP)

Provide Targeted formula that is targeted for variable state Medicaid needs and provides automatic, timely,
to States during Economic Di ns. and porary d FMAP in resp to national economic downturns.
GAD-12-38, November 10, 2011

Medicaid Demol ion Waivers: Recent  Cong may wish to ider requiring i d ion to fiscal responsibility in the
HHS Approvals Continue to Raise Cost approval of Section 1115 Medicaid d ions by requiring the Dep of Health

and Oversight Concems. GAQ-08-87,
January 31, 2008

and Human Services (HHS) to improve the demonstration review process through steps
such as clarifying criteria for reviewing and approving states’ proposed spending limits;
better ensuring that valid methods are used fo demonstrate budget neutraiity, and
documenting and making public material explaining the basis for any approvals.

Soures: GAQ. | GAO-15-746T
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1: Matters for €

Related

C an
Recommendations, as of June 2015

The following table lists selected Medicaid-related recommendations
GAQO has made to the Department of Health and Human Services that the
agency has either not taken or has not completed steps to implement the

recommendation.
Table 2: Sel d Medicaid-Related R« as of June 2015
GAO Report Recommendation

Medicaid: Additional Actions Needed to Help
improve Provider and Beneficiary Fraud
Controls. GAO-15-313, May 14, 2015

The Centers for Medicare & Medicaid Services (CMS) should

1.
2.

issue guidance to states to better identify b who are d and
provide guidance to states on the availability of automated information through
Medicare's enrollment the Provider E Chain, and Ownership
System (PECOS)—and full access to all pertinent PECOS information, such as
ownership information, to help screen Medicaid providers more efficiently and
effectively.

Medicaid Demonstrations; Approval Criteria
and Documentation Need to Show How
Spending Furthers Medicaid Objectives.
GAO-15-239, April 13, 2015

The Department of Heaith and Human Services (HHS) should

1

2,

issue criteria for assessing whether section 1115 expenditure authorities are likely
to promote Medicaid objectives;

ensure the apphcat:on of these cntena is documented in all HHS's approvals of
section 1115 di those approving new or di
modifying existing expenditure authorities, to inform mtema! and externat
stakeholders~—including states, the public, and Congress--of the basis for the
agency's determinations that approved expenditure authorities are likely to
promote Medicaid objectives;

take steps to ensure that Medicaid d ation | ok ion
consistently provides assurances—such as through cia:mmg protocols or the
application template-that states will avoid duplicative spending by offsetting as
appropriate all other federal revenues received when claiming federal Medicaid
matching funds.

Medicaid: CMS Oversight of Provider
Payments Is Hampered by Limited Data and
Unclear Policy. GAO-15-322, April 10, 2015

CMS should

1.

2.

3.

take steps to ensure that states report accurate provider specific payment data
that include accurate unique national provider identifiers;

develop a policy establishing criteria for when such payments at the provider level
are economical and efficient; and

once criteria are developed, develop a process for identifying and reviewing
payments to individual providers in order to determing whether they are
economical and efficient.

Medicaid Information Technology: CMS
Supports Use of Program Integrity
Systems but Should Require States to
Determine Effectiveness. GAQ-15-207,
January 30, 2015

HHS should direct CMS to requlrg states to measure quantifiable benefits, such as

cost redi or

as a result of operating mformatron systems to

help prevent and detect improper payments,

Medicaid: Additional Federal Action Needed
to Further Improper Third-Party Liability
Efforts. GAO-15-208, January 28, 2015

HHS should direct CMS to

1.

2.

routinely monitor and share across all states information regarding key third-party
liability efforts and challenges; and

provide guidance to states on their oversight of third-party liability efforts
conducted by Medicaid managed care plans.

Page 10
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I: Matters for C

and Related

Recommendations, as of June 2015

GAO Report

Recommendation

Medicaid Financing: States’ increased
Reliance on Funds from Health Care
Providers and Local G

CMS should develop a data collection strategy that that states report accurate
and complete data on all sources of funds used to finance the nonfederal share of

V
Improved CMS Data Collection. GAO-14-627,
July 29, 2014

Medicaid pay

Medicaid Program Integrity: Increased
Oversight Needed to Ensure Integrity of
Growing Managed Care Expenditures.
GAO-14-341, May 19, 2014

CMS should

1. hold states accountable for Medicaid managed care program integrity by requiring
states to conduct audits of payments to and by managed care organizations; and

2. update CMS’s Medicaid managed care guidance on program integrity practices
and effective handling of rr d care organization recoveries.

Medicaid D Walvers: App
Process Raises Cost Concerns and Lacks
Transparency. GAO-13-384, June 25, 2013

HHS should update the agency's written budget neutrality policy to reflect actual
criteria and pr used to develop and app deme ation spending limits,
and ensure the policy is readily available to state Medicaid directors and others.

Medicaid and CHIP: Reports for Monitoring
Children’s Health Care Services Need
improvement. GAQ-11-293R, April 5, 2011

CMS should work with states to identify additional improvements that could be made
to the CMS 418 annual reports, including options for reporting on the receipt of
services separately for children in managed care and fee-for-service delivery models,
while minimizing reporting burden, and for capturing information on the CMS 416
relating to children’s receipt of freatment services for which they are referred.

Source: GAO. | GAQ-15-746T
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Related GAO Products

The following are selected GAQ products pertinent to the key issues
discussed in this statement. Other products may be found at GAO’s
website at www.gao.gov.

Access to Care

Children’s Health Insurance: Information on Coverage of Services, Costs
to Consumers, and Access to Care in CHIP and Other Sources of
Insurance. GAO-14-40. Washington, D.C.: November 21, 2013.

Children’s Mental Health: Concerns Remain about Appropriate Services
for Children in Medicaid and Foster Care. GAO-13-15. Washington, D.C.:
December 10, 2012,

Medicaid: States Made Multiple Program Changes, and Beneficiaries
Generally Reported Access Comparable fo Private Insurance.
GAO-13-55. Washington, D.C.: November 15, 2012,

Medicaid and CHIP: Most Physicians Serve Covered Children but Have
Difficulty Referring Them for Specialty Care. GAO-11-624, Washington,
D.C.: June 30, 2011.

Medicaid and CHIP: Reports for Monitoring Children’s Health Care
Services Need Improvement. GAO-11-293R. Washington, D.C.: April 5,
2011.

Oral Health: Efforts Under Way to Improve Children’s Access to Dental
Services, but Sustained Attention Needed to Address Ongoing Concerns.
GAO-11-86. Washington, D.C.. November 30, 2010.

Medicaid. State and Federal Actions Have Been Taken to Improve
Children’s Access to Dental Services, but Gaps Remain. GAQ-09-723.
Washington, D.C.: September 30, 2009.

Transparency and
Oversight

Medicaid Demonstrations: Approval Criteria and Documentation Need to
Show How Spending Furthers Medicaid Objectives. GAO-15-238.
Washington, D.C.: April 13, 2015.

Medicaid: CMS Oversight of Provider Payments Is Hampered by Limited
Data and Unclear Policy. GAO-15-322. Washington, D.C.: April 10, 2015.

Page 12 GAO-15-T48T Key Medicaid issues
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Related GAO Products

Medicaid Financing: Questionnaire Data on States’ Methods for Financing
Medicaid Paymenits from 2008 through 2012. GAQ-15-22758P.
Washington, D.C.: March 13, 2015, an e-supplement to GAQ-14-627.

Medicaid Demonstrations: HHS'’s Approval Process for Arkansas’s
Medicaid Expansion Waiver Raises Cost Concerns. GAO-14-889R.
Washington, D.C.: August 8, 2014.

Medicaid Financing: States’ Increased Reliance on Funds from Health
Care Providers and Local Governments Warrants Improved CMS Data
Collection. GAO-14-627. Washington, D.C.: July 29, 2014.

Medicaid Demonstration Waivers: Approval Process Raises Cost
Concermns and Lacks Transparency. GAO-13-384. Washington, D.C.:
June 25, 2013.

Medicaid: More Transparency of and Accountability for Supplemental
Payments Are Needed. GAO-13-48. Washington, D.C.: November 26,
2012.

Medicaid: CMS Needs More Information on the Billions of Dollars Spent
on Supplemental Payments. GAO-08-614. Washington, D.C.: May 30,
2008.

Medicaid Demonstration Waivers: Recent HHS Approvals Continue to
Raise Cost and Oversight Concerns. GAQ-08-87. Washington, D.C.:
January 31, 2008.

Medicaid Financing. Federal Oversight Initiative Is Consistent with
Medicaid Payment Principles but Needs Greater Transparency.
GAO-07-214. Washington, D.C.; March 30, 2007.

Program Integrity

Medicaid: Additional Actions Needed to Help Improve Provider and
Beneficiary Fraud Controls. GAO-15-313. Washington, D.C.: May 14,
2015.

Medicaid Information Technology: CMS Supports Use of Program
Integrity Systems but Should Require States to Determine Effectiveness.
GAQ-15-207. Washington, D.C.; January 30, 2015.

Medicaid: Additional Federal Action Needed to Further improve Third-
Party Liability Efforts. GAO-15-208. Washington, D.C.: January 28, 2015.
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Related GAQ Products

Medicaid Program Integrity: Increased Oversight Needed to Ensure
Integrity of Growing Managed Care Expenditures. GAO-14-341.
Washington, D.C.: May 18, 2014.

Fraud Detection Systems: Centers for Medicare and Medicald Services
Needs to Enstre More Widespread Use. GAO-11-475. Washington, D.C..
June 30, 2011.

Federal Financing

Medicaid. Alternative Measures Could Be Used fo Alfocate Funding More
Equitably. GAO-13-434. Washington, D.C.: May 10, 2013.

Medicaid: Prototype Formula Would Provide Automatic, Targeted
Assistance to States during Economic Downturns. GAO-12-38.
Washington, D.C.: November 10, 2011,

Medicaid: Improving Responsiveness of Federal Assistance fo States
during Economic Downturns. GAO-11-395. Washington, D.C.: March 31,
2011,

Other GAO Products

(291208}

High-Risk Series: An Update. GAO-15-290. Washington, D.C.:
February 11, 2015,
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GAO’s Mission

The Government Accountability Office, the audit, evaluation, and
investigative arm of Congress, exists to support Congress in meeting its
constitutional responsibiiities and to help improve the performance and
accountability of the federal government for the American people. GAQ
examines the use of public funds; evaluates federal programs and
policies; and provides analyses, recommendations, and other assistance
to help Congress make informed oversight, policy, and funding decisions.
GAQO’s commitment to good government is reflected in its core values of
accountability, integrity, and reliability.

Obtaining Copies of
GAO Reports and
Testimony

The fastest and easiest way to obtain copies of GAQ documents at no
cost is through GAO's website (hitp:/Awww.gao.gov). Each weekday
afternoon, GAQO posts on its website newly released reports, testimony,
and correspondence. To have GAO e-mail you a list of newly posted
products, go to hitp:/iwww.gao.gov and select “E-mail Updates.”

Order by Phone
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Mr. PitTs. The Chair thanks the gentlelady. And, again, as
noted, Ms. Yocom’s accompanied by Ms. Iritani, who testified before
us a couple of weeks ago. She is back to help answer questions for
GAO.

The Chair now recognizes Dr. Schwartz, 5 minutes for an open-
ing statement.

STATEMENT OF ANNE L. SCHWARTZ

Dr. SCHWARTZ. Good morning, Chairman Pitts, Ranking Member
Green, and members of the Subcommittee on Health. I am Anne
Schwartz, Executive Director of MACPAC, the Medicaid and CHIP
Payment and Access Commission. As you know, MACPAC is a Con-
gressional advisory body charged with analyzing and reviewing
Medicaid and CHIP policies, and making recommendations to Con-
gress, the Secretary of HHS, and the States on issues affecting
these programs. Its 17 members, led by Chair Diane Rowland and
Vice Chair Marsha Gold, are appointed by GAO. The insights I will
share this morning reflect the consensus views of the Commission
itself, and we appreciate the opportunity to share MACPAC’s views
as this committee considers the future of Medicaid.

As others have already noted, Medicaid is a major and important
part of the U.S. healthcare system, covering 72 million people, and
almost half of the Nation’s births. It pays for more than 60 percent
of national spending on long-term services and supports to frail el-
ders and other people with disabilities, and it accounts for more
than a quarter of spending on treatment for mental health and
substance use disorders. In total, it accounts for about 15 percent
of national health expenditures, 8.6 percent of Federal outlays, and
15.1 percent of State spending.

While we often compare Medicaid’s performance as a payer with
other sources of coverage, it is important to recognize Medicaid’s
unique roles. In addition to providing health insurance to individ-
uals who otherwise might not have access to coverage, it is also a
major source of revenue for safety net providers serving both Med-
icaid beneficiaries and the uninsured. It covers enabling services,
such as nonemergency transportation and translation services,
which help beneficiaries access needed health services, and it
wraps around other sources of coverage, including both employer
sponsored insurance and Medicare, in its role for 10.7 million du-
ally eligible beneficiaries.

Since the early 1990s the Medicaid program has changed in sig-
nificant ways. During this time period the country weathered two
economic recessions, and States responded to budgetary pressures
by undertaking modernization efforts and cost containment strate-
gies. As a result, as has been noted, managed care has now become
the dominant delivery system, with more than half of all bene-
ficiaries enrolled in comprehensive risk-based managed care ar-
rangements, and another 20 percent receiving benefits through a
more limited managed care arrangement.

The Olmstead Decision, requiring that people with disabilities be
served in the least restrictive environment, resulted in a major
shift in the provision of long-term services and supports from nurs-
ing facilities to home and community-based settings. Congressional
action in the 1990s brought in children’s coverage through Med-
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icaid and CHIP, and encouraged States to reach out to people who
are eligible, but not enrolled in coverage. And, of course, more re-
cently the Affordable Care Act created new dynamics not just by
allowing States to expand coverage to certain nondisabled adults,
but also by providing new options to States for the delivery of home
and community-based services, and by changing eligibility proc-
esses to allow for one-stop shopping for individuals seeking
healthcare coverage.

The 20 years ahead are likely to be similarly dynamic as States
experiment with different approaches to delivery system reform
and payment, and seek to provide care more efficiently and effec-
tively to high cost, high need individuals. Pressure on Federal and
State budgets create challenges to ensuring the sustainability of
the program, as well as to ensuring that beneficiaries have access
to high value services that promote their health and their ability
to function in their communities.

MACPAC’s analytic agenda for the year ahead reflects several of
these challenges. We will extend the work published in our recent
June report on Medicaid’s role for people with behavioral health
disorders, focusing on how to improve delivery of care. We will con-
tinue to focus on understanding the impact of value-based pur-
chasing initiatives, and the extent to which these bend the cost
curve and improve health.

In the area of access, we will be determining how to effectively
measure access and looking closely at the extent to which different
groups of Medicaid beneficiaries are at risk of access barriers, and
the extent to which such barriers can be addressed through Med-
icaid policy. Our analyses on the impact of the ACA will include,
at the request of Congress, a study to model the impact of DSH
payment cuts, and we will also consider how different approaches
to Medicaid expansion affect expenditures and use of services. At
the request of members of this committee and others in Congress,
we will analyze spending trends and evaluate policy options to re-
structure the program’s financing, and we will be moving ahead to
the next chapter of our work on children’s coverage, looking ahead
before CHIP funding expires in fiscal year 2017.

Finally, we will continue to highlight the importance of having
timely and complete data for both policy analysis and program ac-
countability. MACPAC has also expressed concerns about adminis-
trative capacity constraints that affect the ability of both Federal
and State administrators to meet program requirements, provide
oversight, and promote value to beneficiaries, and to the taxpayer.

Again, thank you for this opportunity to share the Commission’s
work with the subcommittee, and I am happy to answer any ques-
tions.

[The prepared statement of Ms. Schwartz follows:]



51

Advising C
. M AC PAC Me\:j'i:l;gj a(:wrégézsi;%nolicy

Statement of
Anne L. Schwartz, Ph.D., Executive Director

Medicaid and CHIP
Payment and Access Commission

Before the
Subcommittee on Health
House Committee on Energy and Commerce

July 8, 2015
LA 2
Medicaid and CHIP Payment 1800 M Street NW WWW.Macpac.gov
and Access Commission Suite 650 South 202-350-2000

Washington, DC 20036 202-273-2452 &



52

Summary

Medicaid is a major part of the U.S. health care system, covering 72 milion people, almost half of the nation’s
births, and paying for more than 60 percent of long-term services and supports (LTSS), and more than a quarter of
treatment for mental health and substance use disorders. it accounts for about 16 percent of national health
spending, 8.6 percent of federal outlays, and 15.1 percent of state spending.

While we often compare Medicaid's performance with other sources of coverage, it is important to recognize its
unique roles. It provides health insurance to individuals who otherwise may not have access to coverage andisa
major source of revenue for safety net providers serving both Medicaid beneficiaries and the uninsured. It covers
LTSS and enabling services which help beneficiaries access needed health services, and wraps around other
sources of coverage, including employer-sponsored insurance and Medicare.

Since the early 1990s, the Medicaid program has changed in significant ways. During this time period, the country
weathered two economic recessions. States responded by undertaking modernization efforts and cost
containment strategies. Managed care is now the dominant delivery system with about half of all beneficiaries
enrolled in comprehensive risk-based plans. The Olmstead decision requiring that persons with disabilities be
served in the least restrictive environment resulted in a major shift in the provision of LTSS from nursing facilities
to home and community-based settings. Congressional action in the 1990s broadened children’s coverage
through Medicaid and the State Children’s Health Insurance Program (CHIF), and encouraged states to reach out
to people eligible but not enrolled in coverage. More recently, the Patient Protection and Affordable Care Act
(ACA, P.L. 111-148, as amended) created new dynamics, allowing states to expand coverage to certain non-
disabled adults, as well as providing new delivery system options to states and allowing for one-stop shopping for
individuals seeking health care coverage.

The 20 years ahead are likely to be similarly dynamic as states experiment with new approaches to delivery
system design and provider payment, and seek to provide care more effectively and efficiently for high-cost, high-
need individuals, such as those with behavioral health conditions and beneficiaries who are dually eligible for
Medicare and Medicaid. Pressure on federal and state budgets create challenges to ensuring both the
sustainability of the program and that beneficiaries have access to high-value services that promote their health
and ability to function in their communities.

MACPAC's analytic agenda for the year ahead reflects these challenges. We will extend our work on Medicaid's
role for people with behavioral health disorders, focusing on how to improve the delivery of care. We will continue
to focus on understanding the impact of value-based purchasing initiatives and the extent to which these bend the
cost curve and improve health. In the area of access, we will examine how to effectively measure access, the
extent to which different groups of beneficiaries are at risk of access barriers, and the extent to which such
barriers can be addressed through Medicaid policy. Our analyses on the impact of the ACA will, as required by
Congress, model the impact of disproportionate share hospital payment reductions. At the request of members
of this committee and others in Congress, we will analyze and evaluate various policy options to restructure the
program’s financing. We will move to the next chapter in our work on children’s coverage, looking ahead to
recommend policies to assure adequate and affordable coverage for low- and moderate income children before
CHIP funding expires in FY 2017. Finally we will continue to highlight the importance of having appropriate data
for both policy analysis and program accountability. MACPAC has also commented on administrative capacity
constraints that affect the ability of federal and state administrators to meet program requirements, provide
oversight, promote value, and integrate Medicaid and CHIP into broader delivery system and financing reforms.

L L R
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Good morning Chairman Pitts, Ranking Member Green, and Members of the Subcommittee on Heaith. | am Anne

Schwartz, executive director of MACPAC, the Medicaid and CHIP Payment and Access Commission.

As you know, MACPAC is a congressional advisory body charged with analyzing and reviewing Medicaid and State
Children’s Health Insurance Program (CHIP) policies and making recommendations to Congress, the Secretary of
the U.S. Department of Health and Human Services, and the states on issues affecting these programs. Its 17
members, led by Chair Diane Rowland and Vice Chair Marsha Gold, are appointed by the U.S. Government
Accountability Office. The insights and expertise I will share this morning reflect the consensus views of the
Commission itself. We appreciate the opportunity to share MACPAC's recommendations and work as this

committee considers the future of Medicaid.

Medicaid is a major and important part of the U.S. heaith care system, covering 72 million people in fiscal year
(FY) 2013, more than 20 percent of the U.S. population. The program covers almost half of the nation’s births,
pays for more than 60 percent of national spending on long-term services and supports (LTSS) to frail elders and
other people with disabilities, and accounts for more than a quarter of national spending on treatment for mental
health and substance use disorders. In total, it accounts for about 15 percent of national health expenditures, 8.6
percent of federal outlays, and 15.1 percent of spending from state-funded budgets, including state general funds,

bonds, and other state funds {which for Medicaid includes provider taxes and local funds that flow through the
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state budget). It should be noted that while Medicaid has grown as a share of the federal budget, increasing from
1.4 percent of federal outlays in FY 1970 to 8.6 percent in FY 2014, annual growth in Medicaid spending per

enrollee has been lower or comparable to Medicare and private insurance since the early 1990s.

While we often compare Medicaid's performance as a payer with other sources of coverage, such as Medicare and
employer-sponsored insurance, it is important to recognize Medicaid’s unique roles. in addition to providing health
insurance to individuals who otherwise may not have access to coverage, it is also a major source of revenue for
safety net providers serving both Medicaid beneficiaries and those without insurance. it covers enabling services
such as non-emergency transportation and translation services that help beneficiaries access needed health
services. Moreover, it wraps around other sources of coverage, including both employer-sponsored insurance and
Medicare in its role for 10.7 million dually eligible beneficiaries. Notably, despite the fact that Medicare is the
major source of medical coverage for the nation’s elderly, it does not cover LTSS, For those in need of long-term
care, Medicaid coverage for ongoing nursing facility or other institutional arrangements, home health, personal

care, and other home and community-based services (MCBS) is vital to their daily lives,

Looking Back

Since the early 1990s, the Medicaid program has changed in significant ways, During this time period, the country
weathered two economic recessions. States responded to budgetary pressures by undertaking modernization
efforts and cost containment strategies. As a resuft, the program has moved from a traditional fee-for-service
model to one in which managed care has become the dominant delivery system. More than half of all beneficiaries

are now enrolied in comprehensive risk-based plans, and another 20 percent receive some of their benefits
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through a non-comprehensive managed care arrangement, including primary care case management and limited
benefit plans. While initially managed care covered primarily children and their mothers, increasingly managed
care is being extended to populations with more complex health needs. Managed care is also transforming the
delivery of long-term services and supports. In 2004, just eight states had managed LTSS programs. By the end of

this year, more than half of the states are expected to be using managed care models for such services.

The Supreme Court's 1999 decision in Ofmstead v. L.C. requiring that persons with disabilities be served in the
least restrictive environment resulted in a major shift in the provision of long-term services and supports from
nursing facilities to home and community-based settings. In FY 1995, 18 percent of Medicaid LTSS spending

occurred in a non-institutional setting; by FY 2012, the figure had risen to nearly half.

in the 1990s, congressional action broadened children’s coverage through Medicaid and CHIP, and encouraged
states to reach out to people eligible but not enrolled in coverage. These actions substantially reduced the share
of children without health insurance. In 1997, 22.4 percent of children below the federal poverty level and 22.8
percent of those with family incomes between 100 and 200 percent FPL were uninsured, By 2014, these

percentages had dropped to 6.9 percent and 8.9 percent respectively.

More recently, the Patient Protection and Affordable Care Act (ACA, P.L. 111-148, as amended) created new
dynamics, allowing states to expand coverage to previously ineligible childless adults and parents. Twenty nine
states and the District of Columbia have now expanded their programs, and other states are examining their
options. Streamfined eligibility and enroliment processes, including the adoption of modified adjusted gross
income (MAGI) as the standard for income determinations, now allow for one-stop shopping for individuals
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seeking health care coverage. The law also created new options for states for delivery of HCBS, including the
Community First Choice program for individuals who are eligible for Medicaid and have incomes below 150
percent FPL but who may not meet institutional level-of-care criteria, or those with such needs whose incomes
exceed 150 percent FPL, the Health Homes option, extension and modification of the Money Follows the Person

demonstration, and establishment of the state Balancing Incentive Payments program.

Looking Ahead

The 20 years ahead are likely to be similarly dynamic as states experiment with different approaches to delivery
system design and payment, including the delivery system reform incentive payment (DSRIP) programs described
in MACPAC's June 2015 report to Congress. States are also seeking to provide care more effectively and
efficiently for high-cost, high-need individuals such as those with behavioral health conditions and beneficiaries

dually eligible for Medicare and Medicaid, also the subject of analysis in our 2015 reports,

Pressure on federal and state budgets creates challenges to ensuring the sustainability of the program and
making certain that beneficiaries have access to high-value services that promote their health and ability to
function in their communities. These challenges are not unique to Medicaid. Between FY 2014 and FY 2022,
annual growth in Medicaid spending per enrollee is projected to average about 4 percent, similar to the rate for

Medicare and lower than the rate for private insurance,

MACPAC’s Agenda
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MACPAC's analytic agenda for the year ahead reflects several of these challenges. We will extend the work
published in our June report on Medicaid's role for people with behavioral health disorders, focusing on how to
improve the delivery of care and better understand models of integration for various subpopulations such as those
with serious mental iliness. We will also continue to focus on the impact of value-based purchasing initiatives
including accountable care organizations, bundled payments, and patient-centered medical homes, and the extent

to which these bend the cost curve and improve health.

In the area of access, we will be strengthening and extending our longstanding efforts to measure access to care,
an issue now more salient than ever given the Supreme Court’s decision in Armstrong v. Exceptional Child Center
which will put new pressures on the federal government to ensure that Medicaid payment rates are sufficient to
ensure access comparable to that of the general population. In addition, we will be examining more closely the
extent to which different groups of Medicaid beneficiaries are at risk of access barriers and for which services (for

example, specialty care) and the extent to which such barriers can be effectively addressed through Medicaid

policy.

Our analyses on the impact of the ACA will include a major effort, as required by Congress, to model the impact of
disproportionate share hospital (DSH) payment reductions. Our first report examining the impact that such
changes will have on hospitals is due February 1% of next year. In addition, building on our March 2015 report
chapter examining premium assistance models in Arkansas and lowa, we will be also be considering how different

approaches to Medicaid expansion affect expenditures and use of services.
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At the request of members of this committee and others in Congress, we will analyze and evaluate various policy
aptions to restructure the program’s financing. We will be moving to the next chapter in our work on children’s
coverage, looking ahead to recommend what policies should be in place to assure adequate and affordable

coverage for low- and moderate-income children before CHIP funding expires in FY 2017.

Finally we will continue to highlight the importance of having appropriate data available for both policy analysis
and program accountability. Since its inaugural report to Congress in March 2011, the Commission has continually
called for improvements in the timeliness, quality, and availability of administrative data on Medicaid and CHIP,
noting the importance of these data in answering key policy and operational questions that affect beneficiaries,
providers, states, and the federal government. As noted in our June 2013 report, given that plans to modernize
federal data systems currently rely on a patchwork of program integrity, quality measurement, health information
technology, and CHIP reauthorization funds, the Commission is concerned whether available resources are

sufficient for this purpose.

MACPAC has also commented on administrative capacity constraints at the federal and state levels that affect
the ability to meet program requirements, provide oversight, and take on broader delivery system reforms that
promote value and contain costs. As noted in the Commission’s June 2014 report, there are few clear performance
standards or metrics to assess state capacit&/, identify gaps in performance, prioritize investments, and identify
appropriate responses. This is an area where we plan to work with state officials and experts in performance

management to shed light on promising approaches.
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Again, thank you for this opportunity to share the Commission’s work with this subcommittee and { am happy to

answer any questions.
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Mr. PrrTs. The Chair thanks the gentlelady. That concludes the
opening statements. We will begin questioning, and I will recognize
myself for 5 minutes for that purpose.

Ms. Wachino, the part of the Federal statute on the 1115 waivers
is very short, just four pages. So the Secretary of HHS has tremen-
dous latitude under the law to fund some demonstration projects,
while denying others. It is well known that some States get CMS
approval for a specific proposal, while CMS will deny another State
for a very similar proposal. My first question is, Are there any stat-
utory criteria requiring consistency related to the Secretary’s re-
view and approval of demonstration projects?

Ms. WACHINO. Chairman, thank you for the question. CMS works
with all States in the 1115 process, and outside of it, to develop ap-
proaches that meet the objectives of the Medicaid program, and
take into account State-specific needs in surveying and meeting the
needs of their low-income population. We approach that process
consistently across States, and we work with each State to identify
the extent to which their proposal meets the objectives of the pro-
gram, and improves the health of lower/low-income residents.

We have been very transparent in our decision-making on 1115s.
We issued transparency regulations implementing provisions to the
Affordable Care Act several years ago, and have been posting all
of our approval documents on medicaid.gov for States to see, and
we welcome proposals from additional States, and will consider
them on their merits.

Mr. PrrTs. The question was, are there any statutory criteria re-
quiring consistency?

Ms. WACHINO. The statutory criterion is that a proposal meet the
objectives of the Medicaid program.

Mr. PrrTs. Does CMS have regulations or guidance to ensure
that it is being consistent and equitable?

Ms. WACHINO. We have guidance implementing our transparency
requirements. Those were regulations that were implemented in
2012. We identified, subsequent to the GAO report, broad criteria
that we used in considering every State’s waiver to determine
whether it meets the objectives of the Medicaid program, and those
were criteria like expanding access to coverage, strengthening de-
livery systems. So, yes, we have developed a set of principles by
which we review 1115 demonstrations.

It is also important to us, though, to be able to take into account
State-specific circumstances. States come to us with a wide array
of proposals, and if you look across waivers you will see that they
serve purposes as diverse as expanding eligibility to new popu-
lations, to providing limited benefits, like prescription drugs, to re-
forming State delivery systems.

Mr. PirTs. Dr. Schwartz, in April several chairmen of the com-
mittees of jurisdiction sent you a letter requesting that MACPAC
undertake serious and sustained analytical work to advise Con-
gress about potential policies and needed financing reforms and in-
centives to ensure the sustainability of Medicaid. Can you please
explain to the committee, in specific detail, how you are responding
to that request, and when you—we can expect to start seeing the
results of your work?
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Dr. ScCHWARTZ. Yes. Since the Commission received the letter in
April, we have had one public meeting in May. At that May meet-
ing we presented analyses that were already underway on Federal
and State spending trends that we are currently turning into a
publication that should be out later this summer.

We are now currently determining our next agenda for the next
report cycle, bringing to fruition work on understanding innovative
approaches that States are taking to build more sustainable pro-
grams. For example, the use of accountable care organization, bun-
dled payments, patient-centered medical homes, managed long-
term services and supports, and trying to look at these designs and
see what the potential is for savings in both the short and the long
term.

Specifically to the items mentioned in your letter, we do have
analyses underway to review the past work of blue ribbon commis-
sions and think tanks so as not to reinvent the wheel, and we will
use those to inform our analyses of technical and design issues as-
sociated with some of those proposals, as well as more recent ap-
proaches that have been put forward by members of this committee
and others.

So the letter speaks to a sustained work plan, and you can expect
to see some of this work coming together over the course of the fall
to inform our March and June reports, and follow-ons after that.

Mr. PrrTs. Thank you. Ms. Wachino, has CMS determined an eli-
gibility error rate for the Obamacare expansion population, and
how does the error rate vary for those determined Medicaid eligible
through the Federally facilitated marketplace versus those whom
States determine eligibility?

Ms. WacHINO. Mr. Chairman, within CMS there are other parts
of the organization that have responsibility for the error rate meas-
urement. I can say that I know that we have piloted approaches
to measuring eligibility errors with States in order to ensure that
we are measuring eligibility effectively as we move to the new rules
under the ACA, and we would be happy to get back to you with
a report out for the record on what we know from those pilots so
far.

Mr. PrrTs. Thank you. My time is expired. The Chair recognizes
the ranking member, Mr. Green, 5 minutes for questions.

Mr. GREEN. Thank you, Mr. Chairman. This year marks the 50th
anniversary of Medicaid. It is a vital program that is served as a
lifeline for millions of Americans that—when they need it the most.
It is important to recognize the successes that it made, innovations
that are working well, and improvements that could be imple-
mented. We have seen some outstanding success ensuring the over-
whelming majority of Medicaid beneficiaries have access to primary
care. More than 95 percent of the Medicaid beneficiaries not only
have access to primary care, but are satisfied with that care.

The committee has made substantial investments in the Commu-
nity Health Center Program, particularly when it comes to grant
funding intended to cover the uninsured. One aspect that is not
talked about as frequently is that of the unique role and inter-
twined nature of community health centers and Medicaid.
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Ms. Wachino, could CMS comment on the role that community
health centers, and—a crucial source of primary care have played
to bring along—about the level of success of Medicaid beneficiaries?

Ms. WACHINO. Thank you for the question. Community centers
play a really vital role in serving our populations and meeting the
needs of a diverse range of Americans, particularly focused on pri-
mary care. Community health centers are playing a growing role
in meeting low-income Americans’ oral healthcare needs, which are
important to us, and we continue to work with them to make their
payment systems as strong as possible.

Mr. GREEN. OK. Thank you. And I know we still have work to
do on—to ensure equal access to dental and specialty care. In par-
ticular, access to behavioral health providers is an issue this com-
mittee has considered, and all three of our witnesses know well.

Ms. Wachino, CMS is working hard with States to promote inno-
vative care delivery, integrating physical and mental health, or
promoting oral health, as part of the comprehensive primary care.
Can you provide the committee with a few examples of how CMS
work on Medicaid delivery system reform is helping to promote ac-
cess to these specialty providers?

Ms. WACHINO. Sure, I would be happy to, thank you. Through
our Innovation Accelerator Program, which, as I mentioned earlier,
is our new delivery system reform initiative aimed at providing
program support to States that would like to improve their pay-
ment and delivery system, we identified four areas that were estab-
lished with the input of States and stakeholders that were prior-
ities of our program, substance use disorder, physical and behav-
ioral health integration, community integration, moving away from
institutional care to community care, and meeting the needs of
complex, high cost beneficiaries.

The first two I think, Ranking Member Green, are responsive to
your question. And the area in which we have done the most work
so far in this new program is substance use disorder, and we are
working actively right now with seven States to help expand the
range of providers who can provide substance use disorder sup-
ports, and we expect to bring a similar approach to physical and
behavioral health to really help ensure that there is access to com-
munity-based mental health services for the people who need it.

Mr. GREEN. OK. I was impressed to see provisions on adequate—
or quality and actuarial soundness and network adequacy in the
new Medicaid managed care regulation. Can you describe how, if
CMS’ proposed managed care regulation would be implemented, ac-
cessoto quality care would improve beneficiaries in the managed
care?

Ms. WACHINO. Sure. I will highlight a couple of examples of how
our new proposed rule could improve quality and actuarial sound-
ness and access for our populations. With regard to quality, there
are a number of provisions. I think one of the most significant is
giving Medicaid beneficiaries the ability to understand how quality
compares across plans through a new quality rating system, so that
beneficiaries can shop, and they can form choices about their plan
selections.

As you referred to, Ranking Member Green, we also substantially
have improved our approach to ensuring that plan rates are actu-
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arially sound. There is a body of work reviewing those rates that
is going on now, even in advance of the regulation, to really make
sure that we are paying the right amount to ensure adequate ac-
cess to Medicaid beneficiaries, and ensuring appropriate steward-
ship of funds.

And with respect particularly to access, the proposed rule estab-
lishes for the first time—or proposes to establish that there will be
State-developed network adequacy standards for many key services
for the Medicaid population, which, given that, as recently as 3
years ago, nearly 60 percent of our beneficiaries were enrolled in
managed care, I think is a really substantial advance in access for
our program.

Mr. GREEN. OK. Mr. Chairman, I have one last question for Ms.
Schwartz. Has MACPAC looked at how changes to streamline eligi-
bility have improved the continuity of care?

Dr. SCHWARTZ. We have not specifically analyzed that issue. It
is one we are very interested in, and the data are not yet available
for us to do so. And as data become available, that is something
that we will be keeping our eye on.

Mr. PirTs. The Chair thanks the gentleman. I recognize the chair
emeritus of the full committee, Mr. Barton, 5 minutes for ques-
tions.

Mr. BARTON. Thank you, Mr. Chairman, and thank you for the
hearing. These microphones kind of have an echo to them. I will
be as softly as I can.

Ms. Wachino, could you give us the status of the Texas request
for re-approval of its 1115 waiver?

Ms. WACHINO. Yes, I can. The Texas waiver expires next year.
I know that the State has been working on a request to extend that
demonstration, which we approved in 2011, but they have not sent
it to us yet. We have had some initial conversations with them, but
are waiting for them to submit their full request, and look forward
to working with them on it.

Mr. BARTON. So there have been some rumors that because
Texas is such a red State that that application is going to be
frowned upon. That is just rumors? There is no validity to that?

Ms. WACHINO. Congressman Barton, we work with all States
through the waiver process to try to achieve the objectives of the
Medicaid program and try to take into account State-specific needs,
and we are looking forward to reviewing with the State of Texas
how the initial demonstration went. There were some areas of their
programs that were new to us when we initially approved it. We
will want to review very closely with them how the different provi-
sions of the waiver are working. And we are looking forward to
that discussion.

Mr. BARTON. With Mr. Green here, my ally, make sure we are
bipartisan, you will

Mr. GREEN. Would you yield to me just for a minute?

Mr. BARTON. I will be happy to yield.

Mr. GREEN. Even though we are a red State, we sure have a lot
of poor people, and Medicaid is for that, whether you are red or
blue, or——

Mr. BARTON. That is true.
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Mr. GREEN [continuing]. Whatever. Thank you, Joe, for your
leadership on what we are trying to do.

Mr. BARTON. Of course, those of us that are red, in that sense,
you know, if they would listen to us more, we would have less of
those people. See, we would get them into where they didn’t need
to be a part of it, but that is a different discussion.

So we have your word that the Texas 1115 waiver application is
going to be fairly reviewed?

Ms. WACHINO. Again, we work with all States, you know, and we
apply the same process to all States. We look to review the extent
to which a waiver achieves the objectives of the Medicaid program
and how it is advancing the health of the low-income population in
the State. And I——

Mr. BARTON. So that is a yes?

Ms. WACHINO. I know that the team in Texas is working hard,
and we are looking forward to working with them.

Mr. BARTON. OK. I am going to take that as a yes. We are going
to put it in the record as a yes, that it is going to be fairly re-
viewed.

Let us look at a program, Ms.—that Ms. Castor and I are very
supportive of, the Ace Kids Act. It would allow States to set up pro-
grams across State lines for special needs children, create a med-
ical home in these anchor children’s hospitals, where a parent
could bring a child, and if the child qualifies, they get the full
range of services, whatever those services need to be. This is a bi-
partisan bill. We have got—I can’t remember how many co-spon-
sors, but it is well over 100. Are you familiar with that bill?

Ms. WACHINO. Congressman Barton, I can’t say that I have
looked at the particulars of that bill, but clearly approaches that
advance the quality of care and coordination of care for children
particularly are of interest to us, so I am happy to take a look at
it, and CMS stands ready to provide any technical assistance to
you on it.

Mr. BARTON. Well, the advocates of it, and I am an advocate for
it, believe that it would save money for Medicaid. You wouldn’t
have to have a parent try to create their own network, and in some
States you don’t even have the type of care that that child needs.
So it has got a lot of support, and I would encourage you and your
staff to take a look at it, and hopefully, at the appropriate time,
be supportive of it. And with that, Mr. Chairman, I yield back.

Mr. PitTs. The Chair thanks the gentleman. I now recognize the
gentlelady from California, Mrs. Capps, 5 minutes for questions.

Mrs. Capps. Thank you, Mr. Chairman, and I appreciate the
presence of our witnesses today, and your testimony. It is very ap-
propriate that we are here during this anniversary year to talk
about the largest source of health coverage in our country, Med-
icaid, and the Children’s Health Insurance Program, CHIP. These
programs now provide health care—or opportunities for health for
over 70 million Americans, and I am happy that our committee was
able to ensure that CHIP is re-authorized for 2 more years, and I
hope that we continue to actively support and ensure the continu-
ation of something I have known, as a school nurse, as an incred-
ibly successful program.
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As a committee, we have a responsibility to make our best faith
effort to build upon the success of these programs. First, it is im-
portant to recognize how far the Medicaid program has come in the
last 50 years. It is remarkable. Perhaps most notably, in the past
few years, the program has been very much strengthened through
the provisions in the Affordable Care Act based on the needs of our
communities.

Medicaid is a safety net, of course, for these people who are oth-
erwise shut out of private insurance, either because it is
unaffordable, or is unavailable to them. And thanks to Medicaid ex-
pansion in the States where they have access to it, the program
could be there for any of us, including here, in this room, who fall
down on our luck and needed support.

Most people in the coverage gap are working. They are working
poor, employed either part time or full time, but still living below
the property line. While the promise of coverage is there, unfortu-
nately, nearly four million hard-working low-income Americans
cannot receive the health coverage they need because they live in
States that have chosen not to expand Medicaid, despite the eco-
nomic benefits that are now demonstrated, well demonstrated, of
doing so. However, for those who do have Medicaid coverage, there
have been substantial changes to the delivery of Medicaid that aim
to increase access, and also quality of care. I am particularly proud
of all the progress in my home State of California made in the
areas of patient-centered medical homes and care coordination.

This has been discussed by you already in a response to a ques-
tion, but can you talk about, Ms. Wachino, some of the other new
and innovative delivery system reforms that you have seen States
starting to take up, and have been working with States to make
sure it happens?

Ms. WACHINO. Sure, I am happy to, thank you. We have a vari-
ety of really promising work underway with States to strengthen
their delivery systems. And, as I said briefly in my oral testimony,
there are many different modalities.

Mrs. CApPS. Um-hum.

Ms. WACHINO. Some States, you know, use existing State plan
authority. States like Arkansas are taking up shared savings for
their providers, building off of a Medicare model. Missouri is using
our new health homes option, created under the Affordable Care
Act, to really move forward with improvements for people with
chronic diseases. And in Missouri we have seen reductions in the
use of hospital care, and improvements in key measures, like meas-
ures of diabetes care, which are very, very promising.

There are other States who have taken even more far-reaching
approaches. Oregon, under 1115 authority several years ago,
launched coordinated care organizations, which were designed to be
community rooted approaches to coordinating the entire spectrum
of care for Medicaid beneficiaries and piloting new approaches, like
using community health workers. Other States have created deliv-
ery system reform incentive payments to really propel movement
forward on key payment goals. We approved New York last year
for a new 1115 waiver, and New York is committed to very concrete
and measurable objectives for increasing the number of their pro-
viders who are using value-based payments.
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Mrs. CApPPs. Thank you.

Ms. WAcHINO. So I think we are changing the landscape of Med-
icaid care delivery in a number of ways.

Mrs. Capps. I don’t mean to cut you off, but I think you could
go on and on, and maybe you would like

Ms. WAcCHINO. I am afraid I can, so I thank you for the stop.

Mrs. CAPPS. You could submit any other examples you would like
for the record, because, as we have discussed in this community 2
weeks ago, we have seen over 300 State flexibility waivers to create
State solutions within the Medicaid framework. And that—this is
an exciting time to see those come forward. There is substantial
State flexibility. I think it is important to recognize this innovation
and flexibility, what it looks like. Before considering any changes
to our program, we must be mindful about what exactly—who will
be impacted by the decisions that we might make, and if we are
truly improving care, or just passing the buck to States.

So we want to be working with you—with the different States
with respect to persons with disabilities, seniors, and struggling
families. Right now we know that the Medicaid program works. In-
dividuals with Medicaid are more likely to receive preventative
health care, which is cost savings, and less likely to have medical
debt than their underinsured counterparts.

Dr. Schwartz—I will have to save that question for another
panel—another round. Thank you.

Mr. Prrrs. Or you can submit it in writing. Thank you. The
Chair thanks the gentlelady. I now recognize the vice chair of the
subcommittee, Mr. Guthrie, 5 minutes for questions.

Mr. GUTHRIE. Hey, thank you. Thank you all for coming this
morning. And, first, to either Ms. Yocom or Ms. Iritani, I hope I
said that correctly, in your testimony you noted that CMS lacked
complete and reliable data about the sources of funding States used
to finance the non-Federal share of Medicaid, which can shift costs
to the Federal Government. What information have you rec-
ommended that CMS collect, and how will having this information
help CMS monitor the program to ensure the appropriate use of
Federal funds?

Ms. IRITANI. Yes, we have made recommendations that CMS de-
velop a data collection strategy regarding sources of funds that
States use for financing the non-Federal share. We have recently
surveyed States about how they are financing the non-Federal
share, and identified that States are relying more heavily on pro-
viders, such as through provider taxes, and local governments,
through intergovernmental transfers, for example.

Provider taxes, I think, doubled during the course of the 2008 to
2012 time period that we looked at, and these can shift costs to the
Federal Government and to providers. We think it is important
that CMS have data needed for oversight.

Mr. GUTHRIE. OK, thank you. And, Ms. Wachino, I have intro-
duced a bill H.R. 1362, which would require States to report how
they finance. I know you share that we need more transparency in
the way States report how they finance Medicaid. And what actions
has CMS taken in response to the GAO recommendations?

Ms. WAcHINO. Mr. Guthrie, thank you for the question, and for
your interest in transparency and accountability. I think GAO’s
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work in this area has been very helpful, and we are making im-
provements, and continue to make more. We are looking much
more closely at the sources, and reviewing more closely the sources
of the non-Federal share. We are working on getting additional lev-
els of data for a variety of different kinds of payments, and we are
conducting more active oversight. We have also issued several
forms of guidance to States, making sure that our rules are clear
with respect to provider taxes and donations. So I think we are
strong in this area, and continue to get stronger.

Mr. GUTHRIE. Yes, and I used to be in State Government, before
I got here on the Budget Committee, in Kentucky, which has a sub-
stantial Medicaid population. Actually one out of four now are on
Medicaid, and so I understand that States are being creative be-
cause of the budget pressures they are facing, so that is something
we all need to work together to move forward.

And, Ms. Wachino, in your written statement you described nu-
merous CMS initiatives aimed at innovation in achieving better
health outcomes at a lower cost. And how is CMS assessing these—
or izv?aluating these initiatives to determine if they are meeting
goals?

Ms. WACHINO. A lot of these delivery system reforms are very
important to us, and we want to know how they work for ourselves,
as stewards of taxpayer dollars, and also to inform developments
in other States. We are evaluating many of the delivery system re-
form improvements that we undertook with States through our
1115 waivers. Right now that is very important to us. MACPAC’s
also done some very helpful work in this area. And we also will be
evaluating the effectiveness and results of the work we are doing
through our Innovation Accelerator Program in areas like sub-
stance use disorder, promoting community integration, improving
physical and behavioral health, and meeting the needs of complex,
high cost populations. And, again, all of that is designed to help us,
and to help States be smarter and better purchasers of care.

Mr. GUTHRIE. Well, good. Is there some timeframe when some of
the original—or early evaluations will come forward?

Ms. WAcCHINO. You know, I can get back to you on that question
for the record.

Mr. GUTHRIE. All right, thanks. And then one more. I understand
that OIG has found significant and persistent compliance, pay-
ment, and fraud vulnerabilities related to the provision of personal
care services in Medicaid, and—including payments for services not
rendered. Has CMS taken action to address the OIG recommenda-
tions to improve integrity in personal care services?

Ms. WAcHINO. Yes. Thank you for the question, and for the work
that IG and GAO have done looking at our personal care services.
We have taken steps to ensure the integrity of personal care serv-
ices. We recently engaged a contractor to look at data and provider
compliance——

Mr. GUTHRIE. Um-hum.

Ms. WACHINO [continuing]. In that area. We issued a quality in-
formational bulletin with respect to personal care services in our
1915(c), which, apologies for the jargon, are home and community-
based services waivers. And also, as I think staff of this committee
knows, we have made a very substantial effort in data systems
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modernization. We call it our TMSIS System, and that is going to
provide us a level of programmatic data that we are very eager for,
and will help our program integrity, program management, ability
to evaluate States in a number of areas, including for personal care
services.

Mr. GUTHRIE. Thank you, my time has expired. I appreciate your
answers. Appreciate your answers.

Mr. PirTs. The Chair thanks the gentleman. I now recognize the
gentlelady from Florida, Ms. Castor, 5 minutes for questions.

Ms. CaSTOR. Well, thank you, Mr. Chairman, and thank you to
all of our witnesses for being here today to discuss Medicare on its
50th anniversary. You know, the passage of Medicare and Medicaid
50 years ago, through amendments to the Social Security Act, real-
ly are something to celebrate. They are landmark safety net laws
in this country that really demonstrate our values. In Medicare,
you work hard all of your life, and you retire, you are not going
to fall into poverty because of a health condition. The same with
Medicaid. Under Medicaid, we are not going to allow children
across America, no matter what station they are born in in life, to
suffer the consequences of a debilitating disability, or just being
able to see a doctor.

So we have something to celebrate here. And then when you add
on the impact of the Affordable Care Act, feels like we are kind of
out of the woods, and now we can begin to work on bipartisan solu-
tions to improve it together. I think the future is bright so—this
is also an important time for Medicaid, because at this point in
time we are dealing with Medicaid expansion and delivery system
reform, and that will help improve the lives of so many of our
neighbors all across the country. So I look forward to hearing your
thoughts on these transformations.

I want to especially thank Ms. Wachino for her extensive work
with the State of Florida over the past few months, few years. We
had a very contentious legislative session, where we had Repub-
lican State Senators, and the business community, hospitals, clam-
oring for a coverage model in Medicaid expansion. We had a Gov-
ernor who flip-flopped. He was for Medicaid expansion when he ran
for re-election, then he changed after the election. He devised a
budget with certain low-income pool monies that were—he was on
notice that—just weren’t going to happen, and you came through
it very well. We still have challenges in Florida. I hope we can
move to Medicaid expansion. But you stayed true to the values and
the intent of the Medicaid program, so thank you very much.

I would like to ask about the agency’s proposed rule for Medicaid
managed care organizations that were issued earlier this year.
Given the growing number of Medicaid beneficiaries who receive
care through managed care arrangements, it is crucial that we
strengthen Federal oversight of these programs to ensure that Fed-
eral dollars are being spent wisely. This has my attention espe-
cially because a Federal Court Judge in Florida found that Flor-
ida’s Medicaid program was in violation of Federal law because of
low reimbursement rates, failure to provide prompt service and
adequate service, failure to provide outreach services as required
by the law. Then you had a Supreme Court Decision involving the
State of Idaho that said that you can’t—private providers cannot
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challenge low reimbursement rates. So that puts the impetus on
HHS to follow through with oversight.

Ms. Yocom, GAO has issued a number of recommendations to
CMS to improve Federal oversight of the managed care rate setting
process, is that correct? And why does this feel—why does GAO
feel that this is necessary?

Ms. YocoM. Well, it goes back in part to transparency issues, un-
derstanding where the money is going and for what purposes. We
also did do work just recently that spoke to the fact that neither
the Federal Government nor the States in our sample were actu-
ally conducting audits of Medicaid managed care organizations,
and we recommended that that be changed, that CMS require
States to conduct audits both to and by managed care organiza-
tions.

Ms. CASTOR. And Ms. Wachino, do you agree?

Ms. WACHINO. I think GAO’s concerns helped us really inform
some of our thinking about our proposed rule. Ensuring account-
ability in managed care is vitally important to us because it is
where most of our beneficiaries get their care. Medicaid is no
longer a fee-for-service program, and managed care has great po-
tential to offer care coordination and meet the needs of low-income
Americans, but we really want it to be as strong as possible.

So, to Ms. Yocom’s point, part of the proposed rule does include
greater auditing by Medicaid managed care plans. We have also
proposed new rules with respect to provider enrollment to ensure
that providers go through the same screening process when they
enroll in a Medicaid managed care plan that they do in a fee-for-
service program. And we are making substantial advances in the
soundness of the rates that States pay plans.

Ms. CASTOR. Yes. For example, the Federal—I will—I am going
to submit these further questions into writing, Mr. Chairman, and
I would also like to thank Chairman Emeritus Barton for raising
the issue of the Ace Kids Act, and we will look forward to working
with CMS on a medical home for children with complex conditions.
Thank you very much. I——

Mr. PrrTs. The Chair thanks the gentlelady, and now recognizes
the gentleman from Kentucky, Mr. Whitfield, 5 minutes for ques-
tions.

Mr. WHITFIELD. Thank you very much, and thank the four of you
for joining us today, and we appreciate your responsibilities and in-
volvement in the healthcare delivery system in America. As you
know, or maybe you don’t know, there are about 67 different pro-
grams in the Federal Government relating to climate change. And
whenever—EPA has been particularly active in that area, and on
their regulations they talk about some of the primary benefits re-
late to health care. Asthma conditions, premature deaths, what-
ever. And we know that Medicare, 500 billion a year, Medicaid, 330
billion a year, community health centers, around 5 billion a year,
I don’t know what the cost of Tricare is, but it is primarily about
access to health care, which is vitally important.

But one area that I have been reading more and more about re-
cently that disturbs me a great deal relates to antibiotic resistant
bacteria. And it is turning out that it is a more significant issue
not only nationally, but internationally. And I read an article re-
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cently that last year alone in America there were 37,000 deaths re-
lating to infections that could not be treated by antibiotics. And
some of the experts are saying that that figure is much lower than
reality because the identification system is not sophisticated
enough to determine when someone has died because of the bac-
teria being resistant to antibiotics.

And I have been told that 44—that hospitals in 44 States have
had outbreaks of bacteria resistant to antibiotics. Even NIH, our
premier research and development institute, has had deaths be-
cause of this issue. And I would like to know—you all are involved
in the very core of CMS, and HHS, and CDC. Are you aware of
some specific programs that are trying to address this problem that
faces the American people today?

Ms. WACHINO. Congressman Whitfield, thanks for raising the
concerns. I think that HHS shares your concern about making sure
that people remain healthy. I would like to go back and consult
with my colleagues, particularly in CDC, and get back to you for
the record about what they are doing, because I think when it
comes to things like surveillance, that is really a primary responsi-
bility of theirs, with Medicaid coverage supporting people, when
they unexpectedly fall ill, to make sure they get the services

Mr. WHITFIELD. But you—well, I appreciate that, because I tell
you, I do get upset about it, because we see a plethora of executive
orders and regulations relating to asthma, and other things like
that, but I am not aware of one executive order or regulation to ad-
dress this issue, and this is an issue that can really destroy a lot
of people in this country and around the world. And the experts
that I have heard from, the hospitals that I have talked to, and
others, say that this is an epidemic that can be quite serious not
only for America, but for the world.

Ms. WAcHINO. Thank you for the concern. I am happy to go back
and consult with our experts and circle back with you to provide
you more information with how we are approaching it.

Mr. PitTs. The Chair thanks the gentleman, now recognize the
gentlelady from California, Ms. Matsui, 5 minutes for questions.

Ms. MATsUIL. Thank you, Mr. Chairman. As we know, California
is the forefront of innovation of many areas, not the least of which
is health care. California was an early implementer of Medicaid ex-
pansion, and the first State to implement the delivery system re-
form incentive payment. As we know, Medicaid is a State/Federal
partnership, and the ability for the State to implement pieces of
the program as it sees fit within Federal guidelines is essential to
its success. Of course, the main way that States are able to exercise
this flexibility is through the waiver process.

Now, just 2 weeks ago California was the first State to be ap-
proved for a 5-year renewal of a different waiver, for specialty men-
tal health services. Previously these types of waivers were only al-
lowed to be renewed in 2-year intervals, but the ACA changed that
to allow for 5-year renewals. This is a huge step forward for the
nearly one in six California adults, and one in 13 California chil-
dren with mental health needs.

I am also so pleased that California is also moving forward to
apply for new community behavioral health funding in the Med-
icaid program, which will be available in the form of demonstration
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projects based on the Excellence in Mental Health Act that I co-
authored with my colleague on this committee, Representative
Leonard Lance. This demonstration will support California’s efforts
to integrate mental and physical health. This is so important, as
we all know that the head is connected to the body, and we need
to treat it that way.

Ms. Wachino, how is a Medicaid program, especially through
waivers and demonstration projects, making a difference in the
mental health system?

Ms. WAcCHINO. Thank you for the question. We are working ac-
tively on supporting mental health services in a number of areas,
and thank you for mentioning the community mental health serv-
ices program that we released the planning grant announcement
for just a few months ago. We were very happy to have that legisla-
tion. As you well know, it allows us to pilot approaches in partner-
ship with health centers to advance community-based mental
health care, and we are very much looking forward to seeing States
apply for those grants. We have had a high interest level so far,
and we will look forward to continue working with them.

I think, in addition to that, we have a number of initiatives un-
derway, and a very strong interest level from States in moving to-
wards greater physical and behavioral health integration, and
clearly community-based mental health care is a key part of that,
and we will be working actively with California, and with other
States, to ensure appropriate provision of community-based care.

Ms. MAtsul. Well, thank you. Now, Ms. Wachino, under your
leadership CMS recently released the first major proposed update
to Medicaid and CHIP managed care rules since 2003, and one of
the provisions of the proposed rule would provide flexibility for
Medicaid managed care on the so-called IMD exclusion, which pre-
vents Medicaid from paying for inpatient mental health services
and facilities with more than 16 beds. Can you please elaborate on
that policy, and how it is intended to strike the right balance be-
tween the ability to provide inpatient services and emphasis on
community-based care?

Ms. WAcCHINO. Thank you for the question. We have spent a lot
of time thinking, and I know many members of Congress have as
well, about how to ensure access to mental health services, particu-
larly community mental health services, and we have become
aware of a growing need for access to mental health services.

However, we are also trying to approach it cautiously and are
very aware of the risk that if we move too far forward, and too fast
in moving forward, in terms of allowing Medicaid funding for serv-
ices to adults in institutions of mental disease—which, as you
know, Congresswoman Matsui, is prohibited by statute—that we
would risk undermining the progress we have made in serving
Medicaid beneficiaries in communities rather than institutions. So
our proposed rule tries to strike the balance by proposing to allow
States and plans to cover, as part of their capitation rates, short-
term stays in institutions of mental disease.

Ms. Matsul. OK. Thank you. Dr. Schwartz, during your testi-
mony today you noted the importance of Medicaid on our health
system safety net. I was particularly interested in your comment
that Medicaid often acts as a wraparound insurance for long-term
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services and supports, as well as employer sponsored insurance and
Medicare. Can you please expand on this wraparound role that you
described in 10 seconds?

Dr. ScCHWARTZ. Yes. I think the primary way is Medicare does
not cover long-term services and supports, although it is the pri-
mary source of coverage for medical care for the elderly and dis-
abled. Those services have very few sources of private coverage,
and Medicaid plays a key role for those populations. It also pro-
vides wraparound services for employer-sponsored coverage, pri-
marily for children with disabilities, who have very high costs, par-
ticularly for prescription drugs, that may be beyond what their par-
ents’ plans pay for.

Ms. MATsul. OK. Thank you, and I will submit my other ques-
tions.

Mr. PrtTs. The Chair thanks the gentlelady. I now recognize the
gentleman from Illinois, Mr. Shimkus, 5 minutes for questions.

Mr. SHIMKUS. Thank you, Mr. Chairman, and welcome—we have
two competing, as you probably heard, hearings going up and
down, so I apologize for missing some of the testimony. But to my
friend from Kentucky, we do have 21st century cures. Bill is going
to be on the floor. Adapt is part of that. It is going to build on gain.
This is on the antibiotic resistance issues, which we hope to get,
you know, more drugs into the—or to be able to compete. So I do
think there is a legislative response. I think his issue was, you
know, where is the Government’s response? So—but I just throw
that out there for information.

Ms. Wachino, in 2008, Mr. Waxman, Dingell, and Mr. Pallone
sent a letter to GAO expressing concerns on CMS’ implementation
of its own policy on 1115s, and we have talked about these today,
demonstrations that they be budget neutral. Years later those con-
cerns are still there. GAO has found billions of dollars in increased
costs to the Federal Government as a result of waivers that were
not budget neutral, a concern that crosses party lines. Can you
please explain CMS’ process for assessing the budget neutrality of
waivers, and how the CMS actuaries are involved in this process?

Ms. WACHINO. Sure. Our approach to budget neutrality, which,
as you know, is designed to ensure that costs with the waiver are
not higher

Mr. SHIMKUS. Well, the States have been making promises that
they are going to have this new ramped up program that is actu-
ally going to be a savings, and we are finding out that they are not.

Ms. WACHINO. Yes. As we work with each State, we try to find
a solution. As we have worked them, particularly on budget neu-
trality, we have made our 1115 waiver approval process more
transparent. We have improved our monitoring and evaluation.
And particularly with respect to transparency, we put all of our ap-
proval documents on medicaid.gov. We also, as you probably know,
developed a template for waiver applications that includes a struc-
ture for budget neutrality reporting, and we have worked to be con-
sistent in our approaches to budget neutrality across States.

Mr. SHIMKUS. Wouldn’t it be prudent to have you all and your
actuaries sign off on each demonstration to ensure that it is budget
neutral?
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Ms. WACHINO. I think we have worked hard to ensure consist-
ency in budget neutrality, and will continue to work hard.

Mr. SHIMKUS. So that brings me to H.R. 2119, which is the bill
I dropped, just to really say sign off on it. Have your actuaries ac-
tually sign on the dotted line, and put their reputation on the line
that, based upon the analysis they have in front of them, that this
is going to be—right now, yes, you could put all this stuff out there,
but it is not a strong enough signal to say—because we—it is been
proven it has not been working. I mean, we are just spending more
than what the projected savings would be on the program.

Let me go to one last issue, which I do have time for. If the staff
would put the chart up?
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Mr. SHIMKUS. I talk about this all the time. CBO recently issued
a 2015 long-term budget outlook, and has noted that, in a little
more than a decade, all the Federal budget will be consumed with
entitlements and service on the debt. With respect to Medicaid it
said many State Governments will respond to growing costs for
Medicaid by restraining payment rates to providers and managed
care plans, limiting the services that they choose to cover, or tight-
ening eligibility for those programs so that it serves fewer bene-
ficiaries than it would have otherwise.

This reaffirms a long-term concern of mine that our biggest
threat to access to care for our Nation’s most vulnerable is the
budgetary pressures that States and the Federal Government face
in financing our entitlement programs. Yet, in your testimony
today, you did not mention the fiscal sustainability of the program
at all. Aren’t you concerned that unless we make changes our fiscal
situation will put beneficiaries’ access to care at risk, or do you
agree with—disagree with CBO’s warnings?

Ms. WACHINO. We are very committed to being strong fiscal stew-
ards of the Medicaid program. I think Medicaid has proven to be
a very cost-efficient program. As you saw in some of my colleagues’
testimony——

Mr. SHIMKUS. But the point is this, here—that is our budget.

Ms. WacHINO. Um-hum.

Mr. SHIMKUS. The red is mandatory spending. One of those is
Medicaid. And the CBO says it is going to grow, so it is going to
keep shrinking the blue, which is the discretionary budget, which
is all these other things we do, NIH, and all these other things.
The CBO report also says that States—and we have seen this. This
is not new. States, when they are in budgetary pressure, they start
restricting access to Medicaid. Isn’t that a threat that you ought to
be mentioning when we are doing this let us talk about Medicaid
hearing?

Ms. WAcHINO. Congressman, we work, again, actively to ensure
the sustainability of the program so that it

Mr. SHIMKUS. So what proposals are you going to provide to us
to make this program sustainable?

Ms. WACHINO. Congressman, in the President’s budget we pro-
posed proposals around changing the drug rebate

Mr. SHIMKUS. And that is not in your testimony.

Ms. WACHINO. That is right. My testimony did not address every
proposal in the President’s budget, but I think it is important to
note for the record that there are proposals with respect to changes
for durable medical equipment, and to spending for prescription
drugs. And we think approaches like that, together with our ap-
proaches to strengthening delivery system reforms, are the ways to
ensure the sustainability of the program for the future.

Mr. SHIMKUS. Thank you, Mr. Chairman. I will just say actuary
changes in entitlement programs. You have to make actuary
changes, not nibbling around the edges. And I will yield back my
time.

Mr. PiTTs. The Chair thanks the gentleman, and now recognize
the gentleman from New Mexico, Mr. Lujan, 5 minutes for ques-
tions.
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Mr. LuJAN. Thank you very much, Mr. Chairman. Ms. Wachino,
as you are aware, I have had conversations with you and with Sec-
retary Burwell about concerns with the behavioral health system
in New Mexico. At the moment is CMS concerned that New Mexi-
cans enrolled in Medicaid have adequate access to behavioral
health services?

Ms. WacHINO. Congressman, thank you for working with us and
for your continued interest in this issue, and you know that we
share concerns about ensuring appropriate access to behavioral
health services in New Mexico. We have worked very closely with
all States, including New Mexico, to ensure appropriate access to
behavioral health care. Specifically, with respect to New Mexico, as
you and I have discussed previously, we are working with the State
to develop a comprehensive plan to continue and to ensure access.
The State has provided us data, which we are reviewing now, and
we hope to be able to report out on it soon.

Mr. LUJAN. So, Ms. Wachino, in 2013 CMS asked the State of
New Mexico for a network development plan. Is that the plan you
are referring to?

Ms. WACHINO. We asked them for a plan. We have actually taken
a step back and asked them to go a little bit further than that, and
to go review their past plans and their future plans, and provide
to us a plan that provides us an assurance that there will be ade-
quate access to mental health services throughout the State.

Mr. LUJAN. So in 2014 you followed up with a request letter, the
same one that you submitted in 2013 to the State of New Mexico,
reminding them—it says, we remind the State to submit a network
development plan. Has that plan been submitted to CMS?

Ms. WacHINO. I will have to go back and check, and I could sub-
mit that for the record. I can tell you, Congressman, that we met
with the State as recently as June to talk about the need to con-
tinue progress forward in this effort. We still have some additional
information we are awaiting for the State, and we continue to work
with them actively, and look forward to having more to report to
you soon.

Mr. LUJAN. So I appreciate very much that CMS shares concerns.
It is also stated in your 2013 letter that CMS continues to be con-
cerned about the transition of behavioral health providers and cen-
tennial care. In 2014 the State again worked with the State of New
Mexico to ask for some data to be released associated with behav-
ioral health stakeholders.

And there was a letter that was sent to the State of New Mexico
in which the State of New Mexico’s behavioral health responded to
CMS, September 23, 2014. In the letter it says, “As we discussed
in our meeting with CMS”—and I am quoting —“and the BHS
stakeholders, HSD is anxious to share BH utilization data with the
public, but we need to be sure that the data we report is accurate.
We are close to confirming the utilization data, and within the next
few weeks we expect to release BH utilization data for the first two
quarters of centennial care. We understand the importance of data
transparency.” So it said within the next few weeks. Again, this let-
ter was written September 23.

In an article in the Albuquerque Journal, which is a local paper,
published September 24, which is the next morning, at 12:02
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a.m.—and I know the press is good, but they can’t write an article
in a minute, so it probably was written the day before—the spokes-
person for HSD says that the data will be presented to the Legisla-
tive Finance Committee today. Was someone not being honest with
CMS when they sent this letter to you on September 237

Ms. WACHINO. Congressman, we continue to work as closely as
we can with the State to ensure adequate access to behavioral
health services. I can go back with my staff and review what the
State submitted, and report back to you.

l\gr. LUJAN. Ms. Wachino, has CMS been receiving adequate data
yet?

Ms. WACHINO. We have a variety of data sources from the State.
We are comparing them to each other, and trying to identify trends
and issues with respect to access to behavioral health care.

Mr. LuJAN. Did CMS receive the data that was publicly reported
in the Albuquerque Journal, that was also shared with the New
Mexico Legislative Finance Committee on September 24 of 2014?
Has CMS received that data?

Ms. WACHINO. Congressman Lujan, I know that we have received
data, including data that is reported to the legislature from the
State. As you know, many of the developments that you have just
informed me of precede my tenure at CMCS, so, if I could, I would
like to go back and examine the record with my staff who have
been working on this.

Mr. LUJAN. And, Ms. Wachino, with all due respect, these issues
were brought up with the meeting with the delegation 6 weeks ago.
This is—these are not new questions. The reason I am asking them
in this hearing today is because we have not received any answers,
and it is frustrating. Especially when it seems that the paper has
more access to data than the delegation and CMS does, at least
than what is—reporting to us. The way that this information came
out was through a FOIA request through a local network of indi-
viduals that were concerned in New Mexico. Do—does—do mem-
bers of Congress have to seek Freedom of Information Act requests
to Federal agencies to get data?

Ms. WacHINO. Congressman, as we have committed to you, we
would—we are obtaining data from the State, and we have agreed
to make it transparent for everyone. And let me say again, we met
with the State as recently as early June to try to ensure continued
progress in this area, and we are going to continue to work with
them and with you to ensure appropriate provision of behavioral
health services in the State.

Mr. LuJAN. All right. Mr. Chairman, I—as you can see, there is
some frustration from the delegation in the State of New Mexico
in this issue, and it is one that we hope that we can continue to
work with the staff and everyone that—from CMS that has been
working with us recently. But we need to get these answers to
questions that have been asked, and to try to get to the bottom of
what is going on. And I certainly hope that you can share with us.

I will submit into the record more questions, Mr. Chairman. A
deadline that has been established for when this report were—in
2013—2014. It is now 2015. When is a deadline going to be estab-
lished to get this report in? So I thank you, Mr. Chairman, for your
indulgence, and I yield back.
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Mr. PitTs. The Chair thanks the gentleman, and now recognizes
the gentleman from Pennsylvania, Dr. Murphy, 5 minutes for ques-
tions.

Mr. MurpHY. Thank you, and good morning. I am going to follow
up on some of the questions my colleagues and friends have asked
from New Mexico and California, the behavioral thing. I know the
GAO report said that behavioral health is a serious problem.

Ms. Wachino, you made reference to the word progress. What
progress is being made on the IMD exclusion issue?

Ms. WAcHINO. We have been looking very carefully at this issue
from the standpoint of wanting to ensure that there is appropriate
access to inpatient mental health services and at the same time
trying to arrive at an approach that doesn’t undermine the
progress that we have made

Mr. MurpHY. That is what I am asking——

Ms. WACHINO [continuing]. Supporting people in the

Mr. MURPHY [continuing]. What you mean by progress——

Ms. WACHINO [continuing]. Communities.

Mr. MURPHY [continuing]. Is what

Ms. WACHINO. The most tangible sign of progress is in our pro-
posed managed care rule, where we have proposed to give States
the flexibility, and plans the flexibility, to cover, through their capi-
tation rates, short-term stays in their

Mr. MURPHY. “Short-term” meaning?

Ms. WACHINO. “Short-term” meaning—I think the standard is up
to 15 days. I can tell you that we reviewed preliminary data from
the Medicaid emergency psychiatric demonstration, which I know
you are familiar with, and use that to base the standard for the
short-term stay.

Mr. MURPHY. Some things about that have been—I am concerned
that a short-term stay of 15 days is insufficient, because it may
take a couple weeks to get off of one medication, couple weeks to
get back on another one. But we don’t—but that is different from
residential care. I am looking at things that I think are valuable
at a less than 30 days average rate.

But when you are looking at these issues, and helping States do
that, are you looking at other dependent variables, such as suicide
rates, drug overdose rates, arrests, incarcerations, homelessness,
ER boarding costs, are any of those things you are looking at?

Ms. WACHINO. I think, Congressman, your question points to—
at the end of the day we should be looking at health outcomes.

Mr. MurpPHY. Um-hum.

Ms. WACHINO. When we fund Medicaid services, I believe that
the evaluation of the Medicaid emergency psychiatric demonstra-
tion will inform our policy in this area significantly. We don’t have
evaluation results yet.

Mr. MURPHY. And I just want to make sure, as you are pursuing
that—and this is what I want to find out, what your dependent
variables are in your study. A recent report that was just—I just
read from the Arkansas legislature, might want to look that up. It
looked at States like Oregon, Georgia, Texas, and found that the
rates—the cost of incarcerating someone with mental illness could
be 10 times higher than the rate of serving them in the community.
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Obviously this would be a huge issue, especially if you have the
revolving door of people in and out of jails, show up in emergency
rooms, back in the community, we are not serving anybody well
that way. I am sure you would agree. That is heartless, and that
is—we don’t do that in this country. Unfortunately, we do that, but
it is a serious concern.

But with regard to that, I also want to talk about legislation I
have that this committee has been dealing with my legislation,
Helping Families in Mental Health Crisis Act. We are trying to re-
form the whole system. And one of the ways that we look at this
is to help—is through promoting stronger enforcement of mental
health parity. And recently CMS proposed a rulemaking that would
apply purely to beneficiaries served by Medicaid and managed care,
which have far reaching positive implications, if complied with.

On another area, though, I have strong concerns about the pro-
posed rule’s exclusion of long-term care services from MHPAEA,
parity protections. Long-term care services, inpatient and commu-
nity based, are critical to many individuals with mental health and
substance abuse disorders, particularly the medicated CHIP popu-
lation. And CMS has clear authority and statutory obligation to
apply parity to all covered benefits under these programs, yet the
proposed rule doesn’t even define long-term care services, or iden-
tify the types of services that apply. Can you address this flaw in
the proposed rule with regard to the definition of that?

Ms. WACHINO. As you know, the comment period on our proposed
mental health parity rule, which we think is a very substantial ad-
vance in coverage of mental health services in the Medicaid pro-
gram, just recently closed. We are reviewing the comments now,
and I would fully expect that the question of whether these protec-
tions also extend to long-term services is something that we will re-
ceive a lot of comments on, and that we will actively consider as
we finalize the rule.

Mr. MurPHY. Thank you. I hope—what is important to all these
rules, in looking at behavioral health, is when—you also talk about
progress in this issue is—I think we are also—so all—you have the
IMD exclusion. A lot of people can’t get care for the crisis, period.
We don’t want people—we don’t ever want to bring back the asy-
lums, but we want people to have an option for crisis, instead of
being boarded in an emergency room. We have had testimony in
my Oversight Committee that boarding would take place for hours,
days, weeks, and months. Terrible place for a person to be strapped
to a gurney as these things go on.

But part of the concern also is that there are just simply not
enough providers. Not enough psychiatrists, not enough clinical
psychologists, not enough clinical social workers, who deal with the
severely mentally ill. And so I am hoping that is also something
you are looking at as well. It has an impact upon the reimburse-
ment and—provision of these. As you are looking at working out
these partnerships with States, we have to have ways of getting
more people out there, because nothing is worse than telling some-
one, there is just no room for you, and there is no one to see you.
I yield back.

Mr. PirTs. The Chair thanks the gentleman. I now recognize the
gentleman from Oregon, Mr. Schrader, 5 minutes for questions.
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Mr. SCHRADER. Thank you, Mr. Chairman, I appreciate it. Ms.
Wachino, could you comment a little bit on Medicaid spending per
beneficiary compared to private insurance over this past decade?

Ms. WACHINO. Sure. Thank you for the question. When you look
at per capita—per beneficiary costs, Medicaid costs have been re-
cently growing more slowly than the per beneficiary costs in pri-
vate insurance. And I believe I saw in my colleague’s testimony
projections that, on a per beneficiary basis, Medicaid costs are ex-
pected to grow more slowly than private insurance. Of course, we
are putting a number of tools in place focused on delivery system
reform to ensure that we continue to do the best possible job of
maintaining Medicaid’s cost efficiency.

Mr. SCHRADER. CBO would apparently agree with you on that.
Ms. Yocom, just a quick comment. [—as we celebrate the 50th an-
niversary of Medicaid, the program is changing. We are moving
past the old fee-for-service—pay for, you know a widget or a par-
ticular service—and going to this managed care type of model,
where we are treating the whole patient a little bit, I think to an-
swer Dr. Murphy’s concerns, and others. Is GAO prepared to audit
outcome-based results versus just how the money is spent?

I mean, in our last hearing Ms. Iritani and others in GAO talk-
ing about how the money is spent. And certainly when you are just
monitoring, you know, individual dollars going out, that is appro-
priate. But, as a policymaker of the 21st century, I would rather
monitor outcomes. I am not sure I can evaluate the appropriate-
ness of an expenditure, but I can evaluate whether or not we are
getting results. Is GAO prepared to work along those lines?

Ms. YocoM. We would be glad to work with you on putting to-
gether work in that area. We have also done some work looking at
managed care utilization rates, and did find a wide variety of utili-
zation rates across the 19 States that we looked at. And some of
this did appear to be related to whether or not a beneficiary was
enrolled in Medicaid for the full year versus a partial year.

Mr. SCHRADER. All right. That will be fun to work with you on.
I know my own State, much like I guess Kentucky, the Medicaid
expansion—what was occurring before this was going on, before the
ACA, and with the ACA, last year and a half we added 400,000
people to the Medicaid rolls. Big active outreach by folks in our
State. We also have 25 percent of our population on Medicaid. It
is not a—at least they have access—that great a portion of the pop-
ulation, I think.

Ms. Wachino, pleased to see you reference Oregon’s program in
your testimony. It is a fairly innovative outcome-based approach,
where we are trying to keep costs down. Actually, half of the pro-
jected rate for Medicaid growth nationally, from 4 percent down to
2 percent, in the same time get better outcomes.

I commented last year about results from a year ago, and I guess
just recently new data came out, with emergency room visits down
22 percent amongst these coordinate care organizations that deal
with mental health, hopefully dental health, as well as the fiscal
health of the people. Short-term complications from diabetes down
27 percent with this coordinated care approach. Hospital admis-
sions from COPD, chronic obstructive pulmonary disease, down 60
percent. You know, and that is one of the long-term cost drivers,
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unfortunately, of a lot of health care in this country, whether you
are on Medicaid, Medicare, or private insurance. Can you comment
a little bit on what CMS may be learning from what you are seeing
in Oregon, and how you might evaluate future waivers from dif-
ferent States?

Ms. WACHINO. Sure. I think we will be looking very carefully at
the results of the Oregon demonstration. And I am not yet familiar
with the results you just shared, so thank you for that, and improv-
ing the population health. Oregon Committed is part of the 1115
waiver to very robust cost quality goals. And as we review the suc-
cess of the waiver with them and of their coordinated care in serv-
ing Medicaid beneficiaries, we will want to look at cost, and qual-
ity, and how it is achieving those goals.

Mr. SCHRADER. Good, good. Well, I think it is the future of medi-
cine. Frankly, the future of Federal budgeting in general, rather
than trying to dictate to different agencies or different providers
around the country how to do things. Let us talk with them, share
concerns about outcomes and where we are trying to go, monitor
those and spend money there, hopefully a little more efficiently.
With that I yield back. Thank you, Mr. Chairman.

Mr. PrrTS. The Chair thanks the gentleman. I now recognize the
gentleman from New Jersey, Mr. Lance, 5 minutes for questions.

Mr. LANCE. Thank you very much, and good morning to you all.
And I apologize for shuttling between two subcommittees. I think
this is a very interesting hearing, and I want to learn more about
Medicaid.

To Ms. Wachino, when the program began 50 years ago, I as-
sume that greater expenditures were in Medicare than Medicaid,
is that accurate, 50 years ago?

Ms. WACHINO. Congressman, I would have to go back and look
at the history——

Mr. LANCE. Well—

Ms. WACHINO [continuing]. To——

Mr. LANCE. Well, perhaps someone else on the panel. I presume
at some point the line crossed, and the greater expenditure was on
Medicaid than Medicare. Can anybody on the panel enlighten me
on that?

Ms. YocoM. I know that—and I attended a conference a couple
of years ago where it was mentioned that combined Federal and
State spending on Medicaid had just exceeded that of Medicare,
total Medicare spending, and that would have been maybe a year
or two ago.

Mr. LANCE. Combined Federal/State on Medicaid?

Ms. Yocom. Correct.

Mr. LANCE. Whereas Medicare, of course, is primarily a Federal
program. I wonder whether this was anticipated. The figures I
have is that 70 million people utilize Medicaid, is that right, in this
country? We have 310, 315 million people? Is that right? Seventy
million people?

Ms. YocoMm. Yes.

Mr. LANCE. And has that increased because of the terrible reces-
sion? I know it increased as well because of the ACA. I am familiar
with that, and the fact that some States have expanded Medicaid,
and others have not, and that is a great debate in this country.
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And New Jersey is one of those States with a Republican Governor
that expanded Medicaid. But do you think that the numbers have
increased as well due to the fact that we are not in as robust eco-
nomic times as we all would like?

Ms. YocoM. We have done work looking at the effects during the
economic downturns, and Medicaid enrollment does go up during
an economic downturn. It also recovers—it is related to unemploy-
ment, of course

Mr. LANCE. Yes.

Ms. YocoM [continuing]. And unemployment, it tends to be a lag-
ging indicator, so the recovery is also slower. And so you tend to
get people on Medicaid more quickly, and they stay longer.

Mr. LANCE. Now, the unemployment rate is whatever it is, 5.3
percent. It is lower than it was. Is there a correlation as well with
the labor participation rate?

Ms. YocoM. Yes, there is.

Mr. LANCE. Um-hum.

Ms. YocoMm. Yes.

Mr. LANCE. Yes. I mean, people cite the lower unemployment
rate. I think that is half the picture. There is also a dramatically
lower labor participation rate in this country. So there would be a
correlation between Medicaid and the labor participation rate?

Ms. YocoM. Right. Our work relied on the employment-to-popu-
lation ratio.

Mr. LANCE. Um-hum. And that is significantly lower than it has
been in the last 50 years. Would that be an accurate statement?

Ms. Yocowm. I couldn’t answer that.

Mr. LANCE. I think it is the lowest it has been since at least
1980, something like that. Thank you. Well, I want to learn more
about this, because it is such an important part of the public policy
of this country for the last 50 years.

To CMS in particular, and this is a long and complicated ques-
tion, and has lots of jargon in it, CMS has indicated the oversight
of a program the size and scope of Medicaid requires robust, timely,
and accurate data to ensure efficient financial and program per-
formance, support policy analysis and ongoing improvement, iden-
tify potential fraud, waste, and abuse, and enable data driver deci-
sion making.

Work conducted by the OIG in 2013 raised questions about the
completeness and accuracy of the Transformed Medicaid Statistical
Information System, TMSIS, data upon national implementation.
CMS has since stated its goal of having all States submitting data
in the TMSIS file format by 2015. Could you please describe the
actions you are taking to ensure that this occurs?

Ms. WACHINO. Sure. If it helps with the jargon, Congressman, we
call it TMSIS, and it is a data——

Mr. LANCE. TMSIS?

Ms. WacHINO. TMSIS.

Mr. LANCE. I have learned something this morning.

Ms. WACHINO. And it is CMS’ investment in getting stronger,
better, more comprehensive, and faster data, and how our program
is working.

Mr. LANCE. Um-hum.
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Ms. WACHINO. We have made substantial advances in TMSIS im-
plementation this year. Our first State started submitting data in
May, and we expect to have nearly all States submitting data by
the end of the year. So we are moving forward and very eager to
start sharing the data with external stakeholders for analysis, and
using it for our own program management.

Mr. LANCE. Thank you. My time has expired, and I look forward
to working with all of you.

Mrs. ELLMERS [presiding]. The Chair now recognizes Mr. Sar-
banes from Maryland for 5 minutes.

Mr. SARBANES. Thank you, Madam Chair. Thank you all for your
testimony. I am very interested in the money following the person
initiative, and I wanted to hear a little bit more about that. When
I was in private practice as a healthcare attorney, I had the oppor-
tunity, in Maryland, to work on a program where Medicaid—the
Medicaid program assigned a certain number of slots where as-
sisted living facilities could qualify for Medicaid reimbursement,
which doesn’t typically happen when you have skilled nursing care,
which is covered, but doesn’t extend into the assisted living arena.

But the observation was there were sort of people in that inner
section who could actually be treated in assisted living facilities, as
opposed to going into skilled nursing, and could—that could be
done at much less cost, and so why not try and explore that oppor-
tunity, potentially broaden it. And if we can continue to design that
expansion or initiative going forward, it could produce tremendous
savings, as well as being better for patients. And that can include
exploring what sorts of treatments or reimbursement can occur in
the home, right? So you are not even getting into institutional care
of any kind.

So I was just curious, what is the status of exploring this—what
I consider a new frontier, particularly as the demographics of the
wave of our seniors is coming at us full force?

Ms. WAcCHINO. Congressman, thank you for the question. We
have spent a lot of time at CMS moving towards approaches that
promote care—the most community-based care possible. And there
is, as you note, a spectrum of different types of providers that can
serve those individuals. Money Follows The Person is one vehicle
by which we have worked with States towards that goal. We also
have worked with them through the balancing incentive programs,
and through their home and community-based service waivers.

Currently, we have been assessing some of the things we have
learned from our work with States through Money Follows The
Person, and similar programs, and using it to inform our efforts
with all States moving towards greater community integration, and
would be happy to follow up with you on some of the particular
things we have learned, and in particular the interaction with as-
sisted living facilities.

Mr. SARBANES. Are you—I mean, are you seeing some real poten-
tial savings opportunities there?

Ms. WAcHINO. I would like to look back more carefully at the fis-
cal impacts. I can say with certainty that we are seeing high rates
of satisfaction from our beneficiaries as they move forward with
greater community care. So we will circle back with you and pro-
vide evidence and impact on the cost.



84

Mr. SARBANES. I would love to get more information about that,
and maybe collaborate with you——

Ms. WAcHINO. We will follow up

Mr. SARBANES [continuing]. Going forward.

Ms. WACHINO [continuing]. With you. Thank you for the ques-
tion.

Mr. SARBANES. Thank you very much. I yield back my time.

Mrs. ELLMERS. The gentleman yields back. The Chair now recog-
nizes Mr. Bilirakis from Florida for 5 minutes.

Mr. BILIRAKIS. Thank you, Madam Chair. I appreciate you very
much, and I want to thank you for your testimony.

Ms. Yocom, in your statement you—for—to your report titled
Medicaid Demonstrations, Approval Criteria and Documentation
Needs To Show How Spending Furthers Medicaid Objectives, you
highlight how HHS has approved questionable methods and as-
sumptions for spending estimates without providing adequate docu-
mentation. You also mentioned HHS does not have explicit criteria
explaining how it determines how spending in the demonstration
program furthers Medicaid objectives.

You also note their approval documents are not always clear on
what expenditures are for, and how it will promote Medicaid objec-
tions—objectives. Can you talk about what recommendations have
GAO made in this area that have not been accepted or imple-
mented by HHS or CMS?

Ms. IrRITANI. I will answer that question. Yes, we have made sev-
eral recommendations to CMS around those issues that you point
out. One is to issue criteria regarding how CMS assesses whether
or not approved new spending under demonstrations will further
objectives. A second is to apply that criteria in the documentation
and make the documentation transparent. And a third relates to
providing assurances in the documentation that approved spending
will not duplicate other Federal funding sources. CMS agreed with
the latter two and partially agreed with our recommendation to
issue criteria on how they assess spending.

Mr. BILIRAKIS. Have these recommendations been implemented,
and then why not, Ms. Wachino?

Ms. WACHINO. We have implemented the GAO’s recommenda-
tions with respect to ensuring our approval documents are clear
with respect to the criteria we use, with ensuring that there is no
duplication of Federal fundings, and ensuring that we are consist-
ently and clearly articulating when we determine that a particular
authority meets the objectives of the Medicaid program.

We moved forward with that implementation, with implementing
those policies while the report was still in draft, and so have
worked very actively over the past several months to ensure that
our approval documents are clear.

Mr. BILIRAKIS. Ms. Yocom, what do you have to say about that?
Do you agree?

Ms. YocoMm. I really have to defer to Ms. Iritani. She is the ex-
pert in this area from GAO.

Mr. BILIRAKIS. Please.

Ms. IRITANI. We have not reviewed the changes that Ms.
Wachino has said that they have made, so we would need to do
that in order to see how they are documenting their approvals.
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That said we still feel strongly that there should be more trans-
parent criteria for how they assess whether or not new spending
will further Medicaid objectives.

Mr. BILIRAKIS. OK. Please get back to our committee after a re-
view of these objectives, OK? Please. I am sure most of the com-
mittee is interested in this, not all.

Ms. Wachino, you probably know about Puerto Rico’s financial
challengers, which are rather severe, I am sure you will agree. A
recent morning consult story highlighted the contrast in treatment
that Puerto Rico receives under Federal healthcare programs. For
example, Puerto Rico has a rather low spending cap on its pro-
gram. Are you monitoring the rate at which Puerto Rico is spend-
ing its Medicaid funds, and do you worry it will exhaust those
funds well before 2019?

Ms. WAcCHINO. We are looking very closely at the overall situa-
tion in Puerto Rico, including its Medicaid spending, very aware
that there are a bunch of very strong concerns about the finances
of Puerto Rico, and considering what approaches we might take.
Last year, in approving some of their benefits, we offered flexi-
bility, and they took us up on it, and—with respect to their admin-
istration, and we are continuing to look at the spending in the pro-
gram, and options for assisting the Commonwealth.

Mr. BILIRAKIS. In your estimation, will they exhaust the funds
before 20197

Ms. WAcCHINO. I would have to go back and look at that, Con-
gressman, but I am happy to submit a response for the record.

Mr. BiLIRAKIS. Thank you. Ms. Wachino, CMS proposes to de-
velop the Medicaid managed care quality rate system for managed
care organizations in all States, which would presumably be simi-
lar to the Medicare Advantage five-star rating system. However,
research shows that CMS’ current start system undervalues care
provided to beneficiaries with low socioeconomic status. This is an
area of growing bipartisan concern. So how does CMS plan to ad-
dress this issue, especially since all the Medicaid beneficiaries are
presumably low-income?

Ms. WACHINO. Congressman, thank you for the question. Our
proposal to implement the quality rating system is designed to
make sure that low-income people are able to compare quality
across plans and select plans in the same way that individuals in
the private market and in Medicare Advantage can. We think that
is a substantial advance in quality for our program, and an assist
to our consumers.

We do plan on—should we finalize the rule, which, as you know,
is out for public comment now, we propose to have pretty lengthy
implementation schedules, and a very substantial public input
process so that we could identify the strengths of other quality rat-
ing systems, bring them to bear in ours, and make any needed ad-
justments that we need to to account, to your point, for the low-
income nature of our populations, and the fact that our populations
differ in some very important respects from those of Medicare and
commercial insurers.

Mr. BiLiRaKIS. OK. Thank you very much, and I yield back,
Madam Chair.
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Mrs. ELLMERS. Thank you. The gentleman yields back. The Chair
now recognizes the gentleman from California, Mr. Cardenas, for 5
minutes.

Mr. CARDENAS. Thank you very much, Madam Chairwoman. Ap-
preciate the opportunity for us to dialogue with the witnesses. I
just wanted to remind all of us that one of the main points of Med-
icaid was to eventually get to the point where we have protection
or security against the economic effects of sickness for all Ameri-
cans. In addition to that, President Truman, one of his statements
included the line that talks about health security for all.

On that note, as a result of the Affordable Care Act, our country
currently holds the lowest rate of the uninsured in the history of
this Nation. In 2014 alone Medicaid helped reduce the number of
uninsured Americans from 43 million to 26 million. Is that about
right, Ms. Wachino?

Ms. WACHINO. I do know that we have made really—very sub-
stantial advances in reducing the uninsured rate, and it is an ac-
complishment we are very proud of.

Mr. CARDENAS. OK. Well, I would like you to take it back to all
of the hard working folks within your department, to let them
know how much not only do those 43, down to 26, Americans who
now have health care appreciate all of your good hard work, but
also at the same time that it is a vision that hopefully we can see
in our lifetime, where we could see that 26 million go down to noth-
ing. In addition to that, one of the things that I noticed, as a politi-
cian myself, is that many people try to use the word entitlement
program as though it is a bad word. But yet, at the same time, I
prefer to call it a safety net, which is a good thing, because it
brings dignity, and actually saves lives for many Americans, espe-
cially hard working poor Americans.

Speaking of the hard working poor, my first question goes to you,
Dr. Schwartz. Thank you very much for your testimony today. One
of the issues that is very important to my constituents is the avail-
ability of health care to all constituents in my district. But my dis-
trict being 70 percent Latino, a disproportionate representation of
uninsured is within the Latino community in my district, and
around the country. And this is despite the fact that among these
uninsured Latino households, 82 percent of those households are
part of a hard working employed family.

So we are not talking about people who choose not to work, we
are talking about people who are the working poor, which it—
which, in my opinion, 1s part of the backbone of what makes this
country great, people willing to go to work every single day and be
able to work for whatever meager means people are willing to pay
them, yet at the same time they do it every single day, and then
have to worry about whether or not somebody is going to get sick
in their family, and if they are going to have a catastrophic change
to their entire finances for maybe one or two generations to come.

On that note, has MACPAC undertaken any work looking specifi-
cally at barriers to enrollment that may still exist in the Latino
community?

Dr. ScCHWARTZ. No, we haven’t. We have done work looking at the
experience of different minority communities in accessing services,
and I believe Medicaid mirrors much of the rest of the health sys-
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tem in that different minority populations do experience higher
barriers to care. And that is an area, as I said in my written state-
ment, that we are interested in the experiences of groups within
the Medicaid population, because they are so diverse, and how
their different experience of care relate, and what policy solutions
might be appropriate, given the different experiences.

Mr. CARDENAS. OK. Please keep in mind at all times that it is
not just language barriers, cultural as well are some of the barriers
out there.

Ms. Wachino, what types of initiatives are underway to help en-
sure that we reach Latino and other minority communities where
individuals may be eligible for coverage, particularly in the wake
of Medicaid expansion?

Ms. WACHINO. Thank you for the question. I think we are very
interested in making sure that Latino residents across the country
get coverage. And, clearly, one way to do that is by taking up Med-
icaid expansion, as California has. We also are working actively to
ensure that eligible Latinos, working families, I mean, the Latino
community, enroll in coverage.

And, frequently, that requires outreach and application support,
so we work with programs like our navigator programs to make
sure that people have support in applying for coverage, provide the
information they need to to get an eligibility determination and en-
roll.

Mr. CARDENAS. OK. Thank you. Ms. Wachino, with over 25 mil-
lion low-income Americans nationwide who are unable to see a pri-
mary care physician, I believe telemedicine could provide an incred-
ibly effective way to improve the healthcare system for everyone.
Could you expand on the particular benefits for using telemedicine
with dual eligibles who are unable to visit their doctor due to ill-
ness or immobility? And not just in rural areas, but also in higher
populated areas as well.

Ms. WAcHINO. We have moved forward with telemedicine in a
number of states. It is an approach that a State can take to pro-
mote access to care without even seeking a State plan amendment
from us. I can look at the particular use of telemedicine for the
dual eligible population and circle back with you, and provide infor-
mation for the record about specifics to that population.

Mr. CARDENAS. Thank you very much.

Mrs. ELLMERS. Thank you. The gentleman yields. The Chair now
recognizes the gentlelady from Tennessee, Mrs. Blackburn, for 5
minutes.

Mrs. BLACKBURN. Thank you, Madam Chairman, and I am going
to make Mr. Pallone’s day, because I am going to say TennCare,
and talk about TennCare with you all. And I know you are very
familiar with it, Ms. Wachino. There is a lot of frustration with
that program, but embodied in that in part is frustration that some
of the States who have been under the waivers for years, and doing
the same thing for decades, have to keep coming back to you every
3 to 5 years for permission once again. So would it not make sense
to start to grant the States a longer reprieve, and give them a
longer path to certainty or permanence on these issues?
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Ms. WAcHINO. Thank you for the question, Congresswoman
Blackburn. As you know, we work very actively with each State to
try to develop——

Mrs. BLACKBURN. This is a yes or no.

Ms. WACHINO [continuing]. For the State. We have been looking
very actively, and I think Secretary Burwell spoke with the Gov-
ernors about this in February, about streamlining our renewal
process. It is very important

Mrs. BLACKBURN. OK, it is a yes or a no question.

Ms. WACHINO. I think that there are ways, and we are working
on them now

Mrs. BLACKBURN. OK.

Ms. WACHINO [continuing]. To——

Mrs. BLACKBURN. Thank you.

Ms. WACHINO [continuing]. Streamline——

Mrs. BLACKBURN. Ms. Yocom

Ms. WACHINO [continuing]. Renewals.

Mrs. BLACKBURN [continuing]. You want to weigh in on that? No?
OK. All right. Well, maybe you want to weigh in on this one. CMS
has all these rules—and again, this comes from my guys at the
State level—on transparency and required timeframes for the
States when they are applying for their waivers, but then CMS
doesn’t hold themselves to this own standard, and sometimes it can
take forever to get an answer from you. So should you not be held
to the same standard that you are foisting on the States, to meet
deadlines and timelines and to give some certainty?

Ms. WAcCHINO. Congresswoman, we are very committed to work-
ing with States quickly to evaluate waiver requests

Mrs. BLACKBURN. OK, let us pick up the pace, then.

Ms. WACHINO. May I

Mrs. BLACKBURN [continuing]. Yocom—no, ma’am. Ms. Yocom,
you want to—or Ms. Iritani? Yes. I am just short on time. You can
expand in

Ms. WacHINO. I will.

Mrs. BLACKBURN [continuing]. Form. Thank you. Ms. Iritani?

Ms. IRITANI. Yes, we have heard concerns from States about the
lengthy time to get waivers——

Mrs. BLACKBURN. Yes.

Ms. IRITANI [continuing]. Renewed and approved, and we have
seen wide variation in approval times. You know, our concern is
around the lack of standards and criteria, and we think that those
would help bring more transparency:

Mrs. BLACKBURN. So, to be more definitive, lay out a timeline,
give the States some certainty, and maybe not make them come
back every 3 to 5 years. That makes some sense, doesn’t it?

Ms. IRITANI. We believe that there is more need for oversight——

Mrs. BLACKBURN. OK.

Ms. IRITANI [continuing]. So there is the

Mrs. BLACKBURN. Let me go to a question on enrollment. States
are required to enroll applicants who attest to being citizens, or to
having legal immigration status, and then are thereby eligible for
Medicaid. States receiving Federal matching funding for the care
during this reasonable opportunity period. But, as a result, and I
am hearing this from some of my State legislators, individuals who
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are not citizens or eligible permanent residents may be enrolled,
and receiving Medicaid. So does CMS think it is appropriate for
Federal taxpayer Medicaid dollars to be expended on individuals
who are neither citizens nor eligible residents? Ms. Wachino?

Ms. WACHINO. Congresswoman, we think it is very important for
us to make accurate eligibility determinations. When people apply
for Medicaid coverage, they attest to their citizenship. We verify
that electronically through the hub, which is a major advance for
us in making accurate eligibility determinations. If someone is not
able—

Mrs. BLACKBURN. OK.

Ms. WACHINO [continuing]. To——

Mrs. BLACKBURN. Then let me ask you this. Should we not with-
hold those benefits until such time as their—certainty and a
verification process is completed?

Ms. WACHINO. Congresswoman, the—under the statute, individ-
uals have a reasonable opportunity——

Mrs. BLACKBURN. OK.

Ms. WACHINO [continuing]. Period. They attest to citizenship,
and then we, during that period, verify it.

Mrs. BLACKBURN. OK.

Ms. WACHINO. If they are found to be ineligible, they are deter-
mined ineligible.

Mrs. BLACKBURN. OK. Let us look at billing privileges. And
Obamacare explicitly requires that States suspend the billing privi-
leges of most providers that have been terminated or revoked by
another State, or by Medicare. However, more than 5 years after
enactment, banned providers are still receiving many of these Med-
icaid payments. So what steps is CMS taking to ensure, once again,
that taxpayer dollars are not going to those that are prohibited,
should be prohibited, from receiving this money? And are you tak-
ing steps to recoup Federal dollars paid to prohibited providers by
State Medicaid programs?

And, in the same vein, how are you dealing—how does CMS deal
with companies that have been found guilty of fraud and should
not be receiving taxpayer dollars, but they go out and they sell
themselves so they can be renamed, and still get taxpayer dollars?
I would like to hear from you on this, and, Ms. Yocom, I would also
like to—Ms. Yocom, let us start with you, as a matter of fact.

Ms. YocoM. Certainly. We have done work in this area, and we
did identify, in terms of providers, issues where individuals who
did have suspended or revoked licenses were receiving payments.
We also have identified some providers who are dead who are re-
ceiving payments.

Mrs. BLACKBURN. And erroneous payments amounted to how
much last year?

Ms. YocoMm. I would have to get back——

Mrs. BLACKBURN. OK.

Ms. YocoM [continuing]. With you on that. Yes.

Mrs. BLACKBURN. OK.

Ms. YocoM. Yes.

Mrs. BLACKBURN. OK. Ms. Wachino, you want to comment on
that?
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Ms. WACHINO. Yes, Congresswoman. It is very important to us
that we ensure that the providers serving Medicaid beneficiaries
are appropriate, both so that they get the care they need, and so
that we are ensuring——

Mrs. BLACKBURN. That is not the question that I have asked you.
I have asked you what you are doing about it. So why don’t you
submit for the committee an answer about what you are doing
about erroneous payments, and what you are doing about providers
that are not eligible getting this money. I yield back my time.

Mr. GREEN. Madam Chair, can I just have 30 seconds? Ms.
Wachino, I understand that under law that—and California is the
only State that expanded Medicaid to undocumented children,
and—but they don’t get the Federal match. Is that true? If it is a
State decision?

Ms. WACHINO. I am not familiar with the particular cir-
cumstances in California, but Medicaid generally does not provide
comprehensive coverage for immigrants. There is a limited provi-
sion for emergency care only.

Mr. GREEN. OK. Thank you.

Mrs. ELLMERS. I would just ask that you provide us with the ac-
curate documented material—

Ms. WACHINO. I will happy to do that——

Mrs. ELLMERS [continuing]. To the committee, since this issue
has been raised. Thank you.

Ms. WAcHINO. I will happy to do that for the record, as well as
to respond to——

Mrs. ELLMERS. Thank you.

Ms. WACHINO [continuing]. Ms. Blackburn’s question——

Mrs. ELLMERS. Thank you.

Ms. WACHINO [continuing]. About provider enrollment.

Mrs. ELLMERS. Thank you. The Chair now recognizes Mr. Pallone
from New Jersey for 5 minutes, the ranking member of our com-
mittee.

Mr. PALLONE. Thank you, Madam Chairwoman. I was going to
ask unanimous consent to include in the record two new health af-
fair studies that just came out that found evidence that Medicaid
expansion has made patients’ and hospitals’ bottom lines healthier.
I think you have copies of them.

Mrs. ELLMERS. We have not had a chance to review that, so I re-
serve

Mr. PALLONE. Let me hand them over to you, then, take a look.

Mrs. ELLMERS. We will consider at a later date, before the hear-
ing adjourns.

Mr. PALLONE. OK, thanks. I was going to say to Ms. Blackburn
that I hadn’t—she left, but that I hadn’t heard about TennCare so
often that I actually forgot about it, but she brought it up again,
but she is not here, so, sorry.

All of our witnesses here today have an important and different
perspective to share about Medicaid and its 50th anniversary. I
wanted to ask first, Ms. Wachino, as we reflect on Medicaid’s 50th
year, what do you see as the most significant changes to the pro-
gram from the standpoint of low-income consumers?

Ms. WACHINO. Well, Medicaid has grown and evolved over time.
I think some of the biggest change—we have seen over time its role
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expand for a variety of populations: coverage of pregnant women to
ensure access to strong prenatal care and promote lower rates of
infant mortality, expansions to coverage of people with chronic con-
ditions, like HIV.

I think if T had to choose two developments just to single out, the
first would be the coverage of low-income children, that I know was
led out of this committee, through both Medicaid expansions, and
later CHIP, which really built on that. And if you look at the
record on the impact of that coverage, it has clearly been a critical
s}111pport for low-income families through thick economic times and
thin.

The second would be the coverage expansion for Medicaid to low-
income adults under the Affordable Care Act, which I think really
solidifies Medicaid’s role as the base for a strong system of health
coverage in the United States. And I think, as we work with more
States to implement it, we will see that base firmly solidified.

Mr. PALLONE. Thank you. And then, Dr. Schwartz, MACPAC was
formed fairly recently, but the Commissioners and MACPAC staff
have already proven to be an invaluable resource to both sides of
the aisle. What, in your opinion, have been some of Medicaid’s
greatest advancements?

Dr. SCHWARTZ. I think, to follow up on Ms. Wachino’s comments,
the program has really transformed over its lifetime from a pro-
gram that provided medical care to a very small group of low-in-
come families who were receiving cash assistance to a much larger
program that takes a much more proactive role in delivery system
design, in payment initiatives to improve the delivery of care to a
broader set of populations: children, pregnant women, adults, and,
of course, people with disabilities.

I think the other is the very significant shift in the delivery of
long-term care from institutions into homes and communities, al-
lowing people with disabilities to remain in their homes and active
in their communities.

Mr. PALLONE. Thank you. Could I just ask, Ms. Wachino, if you
would take—I have just got about a minute and 20 seconds of my
time. Could you just talk about CMS’ work over the last 5 years
on program integrity as a result of the Affordable Care Act tools?

Ms. WAcCHINO. Yes. We take our program responsibilities very se-
riously. I participate in them. They are led out of our Center for
Program Integrity, but we work in concert. We have worked ac-
tively over the last 5 years on a comprehensive Medicaid integrity
plan. We have worked to do program integrity reviews of each
State, because program integrity in Medicaid is a shared State and
Federal effort. We both have responsibilities.

But one of the most tangible things we have done is improve the
process of ensuring that high risk providers do not enter into our
programs. We have employed and worked with States on high risk
provider screening, and we have given States access to the same
data to screen out providers that Medicare uses. So I think we
have made very substantial advances. I think some of the data you
heard about earlier is from 2011, and predates some of our recent
accomplishments.

Mr. PALLONE. All right. Thank you very much. Thank you,
Madam Chairwoman.
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Mrs. ELLMERS. Thank you to the ranking member, and, without
objection, the documents that you provided will be submitted into
the record.

[The information appears at the conclusion of the hearing.]

Mrs. ELLMERS. The Chair now recognizes myself for 5 minutes.
Thank you to our panel for being here. Ms. Wachino, in the most
recent actuarial report on the financial outlook for Medicaid, CMS
reports that the projected annual growth rate for Medicaid expendi-
tures is faster than the projection of annual GDP growth. The actu-
ary noted that, “should these trends continue as projected under
current law, Medicaid’s share of both Federal and State budgets
would continue to expand, despite any other changes to the pro-
gram, budget expenditures, or budget revenues.”

As a representative from a State that has not expanded Med-
icaid, in North Carolina, I have two questions. Given that this
would crowd out other important fiscal priorities for both State and
Federal Government, don’t you think that there are changes that
need to be made to the program to alter this current trend?

Ms. WACHINO. Congresswoman Ellmers, thank you for the ques-
tion. We have worked very actively to ensure that the program is
on a sound fiscal footing——

Mrs. ELLMERS. Um-hum.

Ms. WACHINO [continuing]. Generally, and, you know, with re-
spect to expansion in particular. I think we have put in common-
sense reforms to ensure accountability of funds through

Mrs. ELLMERS. Um-hum.

Ms. WACHINO [continuing]. Activities like reviewing our rates
and ensuring that we are not overpaying for services. I think, in
addition to that, you see from the administration proposals like
changes to the drug rebate that are designed to ensure that some
of the major cost drivers in our program are addressed. So I think
we can work, and we do work, and we look forward to working with
you for really——

Mrs. ELLMERS. Um-hum.

Ms. WACHINO [continuing]. Putting the program on a sound fiscal
footing.

Mrs. ELLMERS. Well, thank you for that. I would like to ask, have
these changes, or proposed changes, resulted in any decreases in
spending up to this point?

Ms. WACHINO. We do know in some States that have embarked
on delivery system reform that there have been reductions in
things like hospitalizations——

Mrs. ELLMERS. Um-hum.

Ms. WACHINO [continuing]. That have resulted in cost savings.
There are a couple of——

Mrs. ELLMERS. How many States would you say that is?

Ms. WAcHINO. I think I can give you some State examples. The
actual models used by States vary. States have significant flexi-
bility in using things like health homes, the way

Mrs. ELLMERS. Um-hum.

Ms. WACHINO [continuing]. Missouri did——

Mrs. ELLMERS. Um-hum.

Ms. WACHINO [continuing]. Where they saw improvements in
clinical outcomes and reductions in costs.
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Mrs. ELLMERS. OK.

Ms. WAcCHINO. So I can give you the examples of models that
have worked.

Mrs. ELLMERS. OK. Ms. Yocom, would you like to expand on that
as well, or comment on the same from your perspective?

Ms. YocoMm. Well, our work has focused primarily on areas where
transparency and better data are important.

Mrs. ELLMERS. Um-hum.

Ms. YocoMm. I think some of CMS’ challenges are around not hav-
ing accurate information with which to gauge the success of the
program, and to gauge—to fine tune—where improvements need to
be made.

Mrs. ELLMERS. Um-hum. So you see an effort for more trans-
parency and more efficiency and accuracy to be moving forward?

Ms. YocoMm. I think we have seen progress, particularly in efforts
to control——

Mrs. ELLMERS. Um-hum.

Ms. YocoM [continuing]. Improper payments. There——

Mrs. ELLMERS. So you have seen progress in that area?

Ms. YocoMm. Right.

Mrs. ELLMERS. OK. Great. Ms. Wachino, CMS authorized Fed-
eral Medicaid funding in five States for more than 150 State pro-
grams. Based on their names, many of these programs appear to
be fully worthwhile causes. However, it is difficult to see how other
funded programs promote Medicaid objectives. Let me ask just a
few questions. There are a couple States—and I asked Ms. Iritani,
when she was with us a couple of days ago—one of these issues,
the licensing fees for Oregon, how does that affect patient care in
regard to Medicaid? Do you see that as a worthwhile funding issue?

Ms. WAcHINO. Congresswoman, it is really important to us that
we ensure that the spending we authorize promotes Medicaid objec-
tives. As I had the opportunity to speak to earlier this morning, we
have fully responded to many of GAO’s recommendations, in terms
of wanting to be very clear and straightforward in our approval
documents when we determine that a program supports Medicaid
objectives. I can’t speak to the particulars of every program, but I
do know that my staff has provided to the committee extensive de-
tail on the programs we——

Mrs. ELLMERS. OK. Well, then, what I will just say, the licensing
fees in Oregon, the fishermen’s partnership in Massachusetts, and
the health workforce retaining in New York, if I can get a response
on how those actually are effective measures, that would be great,
and I would appreciate it in writing. Thank you.

Ms. WACHINO. I would be happy to do——

Mrs. ELLMERS. And I will yield back, and I now recognize Ms.
Schakowsky from Illinois for 5 minutes.

Ms. SCHAKOWSKY. [Inaudible.]

Ms. WACHINO. Yes, thank you for the question. As you spoke to,
Medicaid is the Nation’s leading source of financing for long-term
care in the country. We pay for 64 percent of all nursing home resi-
dents in the United States, and we work very actively with States
to ensure the quality of nursing home care. Because these are, as
you know, very frail—some of the Nation’s frailest residents and
citizens, people who could have limited mobility, and a lot of com-
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plex health needs. We are working not just to ensure quality nurs-
ing home care, but also ensuring that people, whenever they are
able to, are able to be cared for at homes and in their communities,
to really remain active participants in their communities.

Ms. SCHAKOWSKY. I wanted to ask about that. One of the most
important elements of long-term care has been community-based
care, and that does allow many elderly and disabled to remain in
their home, or in assisted living facilities, rather than in institu-
tions. In recent years CMS has worked to reduce its reliance on in-
stitutional care and transition individuals to community living. In
fact, as you have mentioned earlier today, 51 percent of long-term
care spending under Medicaid is spent on community-based serv-
ices, compared to 10 years ago, when community-based services
only made up 33 percent of spending.

So why is it important, as you just said earlier, it—that commu-
nity-based care be available to Medicaid beneficiaries?

Ms. WACHINO. We hear consistently from beneficiaries that they
want to remain in their communities, they want to remain active,
and they want to remain with their families as much as possible.
And we are lucky to have a number of tools in the Medicaid pro-
gram to help support that. Things like home and community-based
waivers, and giving beneficiaries the ability to self-direct their care,
to hire their direct service workers, and to fire their direct care
service workers if they are not happy. And if you look across the
States, we see nearly every State is moving forward with some op-
tion.

But the proof is in the pudding, as you say, and seeing the
equalization of spending on institutional care versus home, commu-
nity-based care is a very major advance in modernization in our
pﬁogram, and we are going to keep at it, and move the needle fur-
ther.

Ms. SCHAKOWSKY. All right. And, finally, as you mentioned in
your testimony, since the beginning of ACA’s first enrollment pe-
riod, 12.3 million people have gained coverage through Medicaid or
CHIP. According to The Urban Institute, the current uninsured
rate nationwide for nonelderly adults is 10 percent down—10 per-
cent, which is down from 17.8 percent, before the implementation
of the ACA. Even more impressive, States have expanded Med-
icaid—that have expanded Medicaid have an uninsured rate of 7.5
percent compared to 14.4 percent in States that have not expanded
Medicaid. Can you explain how Medicaid expansion helped to dras-
tically reduce the uninsured rate?

Ms. WacHINO. Well, I think we know that many low-income
Americans fall into the coverage gap that is created when States
have expanded Medicaid, and one of the things that we can do as
a country to make further advances in covering the uninsured, and
to see even progress beyond what you have just described is to
work with States on Medicaid expansion. And we are very com-
mitted to working with every State to finding an approach that
provides its lowest-income citizens access to needed health care so
we could start improving their quality, and so that those people
can benefit.

Ms. SCHAKOWSKY. It seems to me the Medicaid expansion, be-
cause it was so public, also helped other enrollment, that people be-
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came more aware of Medicaid, so I think it even went beyond the
new population.

Ms. WAcHINO. That is right. The benefits of expansion go beyond
the newly eligible population because States that cover Medicaid
expansion are able to convey a clear message to their lowest-in-
come residents that you are eligible for coverage. And we know
that when there is that message, eligible people come and enroll,
and get the health care they need.

Ms. SCHAKOWSKY. Thank you so much. I yield back.

Mrs. ELLMERS. The gentlelady yields back. And, with that, I
think we are finishing up. I would like to thank our panel for being
with us today. I would like to remind members that they have 10
business days to submit questions for the record. And I will say to
the panel, I know there are some very, very specific questions that
members are going to be proposing in written form, and we would
very much like to have very specific answers to these questions.
You know, as we are addressing Medicaid and Medicare issues, we
have to remember that these are taxpayer dollars that we are
spending, and so we need very specific answers on those questions,
and in a prompt fashion, if you can accommodate us on that.

I would like to also say members should submit their questions
by the close of business Wednesday, July 22. And, again, thank you
very much for being with us today, and to everyone who was here
for the hearing. And I call this subcommittee hearing adjourned.

[Whereupon, at 12:33 p.m., the subcommittee was adjourned.]

[Material submitted for inclusion in the record follows:]

PREPARED STATEMENT OF HON. G.K. BUTTERFIELD

Chairman Pitts, thank you for holding this hearing to commemorate the 50th an-
niversary of Medicaid and to discuss improving health care for vulnerable popu-
lations. More than one out of every four people in the eastern North Carolina dis-
trict I represent live in poverty—it is one of the poorest Congressional districts in
the country. Even more alarming is the fact that more than 40 percent of the chil-
dren in North Carolina’s First District live in poverty. Medicaid is absolutely critical
to my constituents. It is especially important to children, since 75 percent of chil-
dren who live in poverty in this country depend on Medicaid. The benefits of Med-
icaid cannot be overstated—more than 71 million Americans rely on this program.

Democrats on this committee have done our part to strengthen Medicaid for mil-
lions of Americans. Many of us here today helped author the Affordable Care Act,
which has helped reduce the number of uninsured Americans by 17 million due in
large part to Federal support to expand Medicaid.

But many States—like my home of North Carolina—have declined to expand Med-
icaid. According to the North Carolina Justice Center, an additional 500,000 North
Carolinians would be eligible for Medicaid if our Governor would expand the pro-
gram. My State’s Governor has blocked more than $2.7 billion in Federal funds that
North Carolinians have paid taxes for and rightly deserve. In fact, the North Caro-
lina Justice Center estimates that 43,000 jobs would be created in 5 years if our
State would expand Medicaid.

The ACA represents the largest step forward for Medicaid since the program’s in-
ception. Improved transparency, additional safeguards against fraud and abuse, and
delivery system reforms have benefitted constituents and saved money. But our
work is far from done. I will continue to fight to expand Medicaid in each and every
State.
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Energy and Commerce Committee
Subcommittee on Health
Hearing on “Medicaid at 50: Strengthening and Sustaining the Program”
July 8, 2015

3M Company (“3M”) appreciates the opportunity to submit this statement for the record before
the Committee on Energy and Commerce, Subcommittee on Health Hearing on “Medicaid at 50:
Strengthening and Sustaining the Program.”

3M thanks the Committee for its continued efforts to improve all of the critical programs within
the health care system to keep pace for the betterment of patients. As the Medicaid program
expands and is responsible for more patient lives and health care expenditures, continued
oversight of quality, outcomes and cost within the program is essential.

Background on 3M

3M is a large U.S.-based employer and manufacturer established over a century ago in
Minnesota. Today, 3M is one of the largest and most diversified manufacturing companies in
the world. We are a global company conducting the majority of our manufacturing and research
activities in the United States.

3M, formerly known as Minnesota Mining and Manufacturing, is an American company
currently headquartered in St Paul, Minnesota. The company, created in 1902 by a small group
of entrepreneurs, initially began as a small sandpaper product manufacturer. Today, 3M is one
of the largest and most diversified manufacturing companies in the world. 3M is home to such
well-known brands as Scotch, Scotch-Brite, Post-it®, Nexcare®, Filtrete®, Command®, and
Thinsulate® and is composed of five business sectors: Consumer; Electronics and Energy;
Industrial; Health Care; and Safety and Graphics.

Ahead of their peers, 3M’s founders insisted on a robust investment in R&D. Looking back, it is
this early and consistent commitment to R&D that has been the main component of 3M’s
success. Today, 3M maintains 46 different technology platforms. These diverse platforms allow
3M scientists to share and combine technologies from one business to another, creating unique,
innovative solutions for its customers. The financial commitment to R&D equated to $1.7
billion of R&D spending in 2013 and over $7.6 billion over the last 5 years. These investments
produced high quality jobs for 4400 researchers in the United States. The results are equally
impressive with 625 U.S. patents awarded in 2014 alone, and over 40,000 global patents and
patent applications.

3M’s worldwide sales in 2014 were $31 billion. 3M is one of the 30 companies on the Dow
Jones Average and is a component of the Standard & Poor’s 500 Index. This success is
attributable to the people of 3M. Generations of imaginative and industrious employees in all of
its business sectors throughout the world have built 3M into a successful global company.
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3M: Health Information Systems

3M Health Information Systems works with providers, payers and government agencies to
anticipate and navigate a changing healthcare landscape. 3M provides healthcare data
aggregation, analysis, and strategic services that help clients move from volume to value-based
health care, resulting improved provider performance and better patient outcomes. 3M HIS is
one of the industry leaders in computer-assisted coding, clinical documentation improvement,
performance monitoring, quality outcomes reporting and terminology management.

Targeting the Problem to Improve Quality and Reduce Costs

The 2012 Institute of Medicine (IOM) study Best Care at Lower Cost estimated that unneeded
services, mistakes, delivery system ineffectiveness and missed prevention opportunities were
leading to $395 billion in annual healthcare expenditures that could be avoided without
worsening health outcomes.

If the health care system can focus on targeting these unneeded services, mistakes, inefficiencies
and missed opportunities, we can improve patient care and save valuable health care resources.

We know that failures in quality typically result in a need for more interventions to correct the
quality problem resulting in high rates of potentially preventable:

- Complications,
Readmissions,
Admissions,
Emergency room visits, and
Outpatient procedures and diagnostic tests.

* & & & @

These five potentially preventable events, or PPEs, identify an underlying quality of care
problem. They also represent a large proportion of the unnecessary spending within our health
care system and should be the target of state and federal efforts to make our system more
efficient and effective for patients and tax payers. We can improve our health care system if we
can reduce PPEs through better quality, efficiency, and care coordination.

State Efforts to Improve Outcomes and Reduce Costs in Their Medicaid Programs

For most states, expenditures for Medicaid are one of the largest or the largest item in the state
budget. This has necessitated that states seek innovative ways to control Medicaid expenditures.
These successful payment system reforms are practical, transparent, and identify
opportunities for improvement that are being realized today.

Leading Medicaid programs have focused on payment system reforms that link the outcomes of
care to payment. These state programs are boldly leading the way on healthcare system payment
reform as they respond to their urgent state budget issues. States like Maryland, New York, and
Texas have adopted payment systems that create clear financial incentives for providers to
increase efficiency and improve quality outcomes.

The payment reforms implemented by state Medicaid programs have been more comprehensive
than those implemented by Medicare. Examples include outcomes focused pay for performance
programs that target a wider range of clinically-related readmissions and a more comprehensive
set of healthcare acquired complications than is currently included in Medicare payment policies.
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Several state Medicaid agencies are in the process of implementing comprehensive outcomes
payment reforms. In Texas, Senate Bill 7 was passed in 2011 to establish an outcomes payment
adjustment across all healthcare delivery organizations including managed care plans. Similarly,
New York issued regulations that establish comprehensive outcomes based payment reform. In
its first three years, a potentially preventable complication payment adjustment system in
Maryland has resulted in a 32 percent reduction in inpatient complications. In Minnesota, the
first three years of a potentially preventable readmissions project has resulted in a 20 percent
reduction in readmissions. Key components of these state level reforms were contained in H.R.
5823, the “Incentivizing Health Care Quality Outcomes Act of 2014.”

While some of the implementation details across these state Medicaid reforms may differ, they
all have the following characteristics in common:

e Payment adjustments for quality are based on the outcomes of care

o Measureable and clinically meaningful objectives for improving the outcomes of care are
established

¢ Comprehensive provider specific information on the outcomes of care are made
publically available

The core objective of an outcomes payment reform is to motivate provider behavioral change
that leads to improved outcomes, better quality and lower costs. Outcomes related payment
adjustments are directed at health delivery organizations with a consistently higher risk-adjusted
rates of PPEs because they are more likely to have underlying quality problems that can be
identified and corrected. By focusing on outcomes that are potentially preventable, healthcare
delivery organizations can direct their quality improvement efforts on problems where quality
can actually be improved.

As an inherent byproduct of responding to the financial incentives in an outcomes payment
reform, healthcare delivery organizations must find new and innovative ways to coordinate care
and improve quality. Because there is a clear and unambiguous relationship between each PPE
and its financial consequences, reductions in the rate of PPEs directly translate into lower cost of
care. The only way to significantly improve outcomes performance is to provide better care
coordination and improved quality. As a result, the care for patients will improve as healthcare
delivery organizations strive to improve their outcome performance.

Conclusion: We Should Learn from What is Working

It is imperative that we learn from state Medicaid program efforts that are fully operational and
producing real results. A more widespread adoption of these innovative payment system reforms
across entire Medicaid program should encouraged. Payment system reforms that are practical,
transparent, and identify opportunities for improvement can yield better outcomes at lower costs,
We should apply such successful concepts not only across the Medicaid program but also to
Medicare as well.

We would appreciate the opportunity to present additional findings and would welcome the
opportunity to answer any questions. Please contact Megan Ivory Carr at mmivory@mmm.com
or 202.414.3000 for any information.
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As Congress examines how to strengthen and sustain the Medicaid program, the National
Association of Chain Drugs Stores (NACDS) is writing to offer our support for those efforts
and how retail pharmacy can play a role in those efforts. NACDS represents traditional drug
stores and supermarkets and mass merchants with pharmacies — from regional chains with
four stores to national companies. Chains operate more than 40,000 pharmacies, and employ
more than 3.2 million individuals, including 179,000 pharmacists, They fill over 2.9 billion
prescriptions yearly, and help patients use medicines correctly and safely, while offering
innovative services that improve patient health and healthcare affordability.

Pharmacists play a vital role in advancing the health, safety, and well-being of Medicaid
beneficiaries. As the face of neighborhood healthcare, community pharmacies and
pharmacists provide access to Medicaid preseription medications and over the counter
products, as well as cost-effective health services such as immunizations and disease
screenings for Medicaid beneficiaries. Through personal interactions with Medicaid
beneficiaries, face-to-face consultations, and convenient access to preventive care services,
local pharmacists are helping to shape the future of the Medicaid program — in partnership
with doctors, nurses and others. Accordingly, as Congress examines the future of Medicaid, it
is critical that Congress acts to prevent potentially harmful alterations to the Medicaid drug
benefit. Doing 50 would ensure that community pharmacies can continue to offer positive and
valuable health care services and benefits to Medicaid beneficiaries

The Value of Community Pharmacy to the Medicaid Program

Community pharmacies offer millions of Medicaid beneficiaries across the country innovative
programs that deliver unsurpassed value - improving health and wellness and reducing
Medicaid costs. Through services such as medication therapy management (MTM),
immunization administration, health education, screenings, simple laboratory examinations
and procedures, and disease management programs, community pharmacies play an
instrumental role in improving overall Medicaid outcomes, patients’ quality of life, and the
prevention of more costly healthcare treatments for Medicaid beneficiaries.

Community pharmacies offer such value because the pharmacists that they employ are highly
educated, trusted healthcare professionals who provide Medicaid patients with important
healthcare services. In recent years, community pharmacists have played an increasingly
important role in the care of Medicaid beneficiaries, providing convenient, accessible, and
cost-effective health services and working in partnership with healthcare entities and other
providers to improve health outcomes.

Not only are community pharmacists well-qualified and highly trusted, but they are also well-
situated in local communities, and are often the most readily accessible healthcare provider.,
Research has shown that nearly all Americans (94%) live within five miles of a community
retail pharmacy. Such convenient access is vital to reaching Medicaid beneficiaries who often
have difficult with transportation for their healthcare needs.

Notably, millions of Medicaid beneficiaries lack adequate and timely access to primary

healthcare and this is only expected to worsen as demand increases. Since open enroliment
started under the Affordable Care Act (ACA), Medicaid enroliment has grown by 12.3

1776 Wilson Blvd » Suite 200 » Arlington, VA 22209 » 703.549.3001 « Fax: 703.836.4869 » www.NACDS.org
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million. As more and more states adopt the ACA Medicaid expansions, enroliment will
exponentially grow placing further strains on the Medicaid healthcare delivery system.
Community pharmacies offer an important auxiliary source for Medicaid healthcare services.
Notably, the Association of American Medical Colleges projects that by 2020 there will be at
least 91,000 fewer doctors than needed to meet demand, and the impact will be most severe
on underserved populations, such as Medicaid beneficiaries.

Pharmacists are primed to assist physicians and other healthcare providers with meeting
increased demand for Medicaid healthcare services and improving patient outcomes. Highly
educated and trained, pharmacists are qualified to perform an expanded set of patient care
services, including health testing and chronic care management that are needed by patients -
particularly those with chronic conditions. In fact, there is evidence showing that quality of
care is improved when pharmacists practice to the fullest extent of their education and
training. According to a report issued by the U.S, Public Health Service in 2011, pharmacists
involved in the delivery of patient care services, with appropriate privileges across many
practice settings, have been successful in improving patient outcomes.

Implementation Timing for AMP-Based FULs
In the near future, the Centers for Medicare and Medicaid Services (CMS) is scheduled to

release its Final Rule on Medicaid Covered Outpatient Drugs. By releasing the Final Rule,
CMS is expected to finalize the new Medicaid pharmacy reimbursement benchmark known as
Average Manufacturer Price (AMP)-based Federal Upper Limits (FULS), as well as the
guidance to states for implementing those FULSs.,

The release of this Final Rule and the timing for states to implement these new AMP-based
FULSs is a very important issue within the Medicaid program. Implementation of the AMP-
based FULs must be done in the proper way to ensure continuing Medicaid beneficiary access
to the drugs that they need. Medicaid beneficiary drug access under the AMP-based FULs is
tied closely to fair pharmacy reimbursement for a drug’s ingredient cost and the cost to
dispense. CMS must allow states adequate time to implement AMP-based FULs and adjust
corresponding dispensing fees that ensure Medicaid drug reimbursement does not fall below
drug acquisition cost and that Medicaid beneficiaries continue to have access to critical
prescription drugs.

In particular, the states need adequate time to implement the new AMP-based FULs. Many
states face challenging time constraints in quickly introducing legislative and/or regulatory
changes to Medicaid drug reimbursement. Many states also face challenging time constraints
in performing their own cost of dispensing studies to help determine fair and adequate
dispensing fees to correspond with the upcoming changes in ingredient-based drug
reimbursement. Moreover, many states will have to file State Plan Amendments with CMS
that could also take a number of months to complete and be approved. Accordingly, it is
important that CMS provide states with a one year time period to implement the AMP-based
FULs once the AMP-based FULSs and Final Rule have both been published. As Congress
examines the future of Medicaid, we believe that they must keep this timeline in mind
regarding their communications with CMS about the future of Medicaid drug reimbursement.

1776 Wilson Blvd + Suite 200 » Arlington, VA 22209 » 703.549.3001 « Fax: 703.836.4869 » www.NACDS.org
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AMPs for Authorized Generics for Purposes of Pharmacy Reimbursement
The House Rules Committee recently introduced proposals to generate funding for the 21st

Century Cures Legislation which included a proposal to exclude authorized generic drugs
from the calculation of AMPs. The intent of this proposal assumes that removal of authorized
generics from the calculation of AMP will increase manufacturer rebates on brand drugs.
While this assumption is true, there is a need clarify and ensure that manufacturers continue to
meet the requirements and obligations to calculate and report AMPs for authorized generic
drugs for rebate and pharmacy reimbursement purposes. Since the Covered Outpatient Drug
Rule—which would codify the requirement for manufacturers of authorized generics to report
AMPs—is still pending, it is important clarify that AMPs for authorized generics continue to
be calculated and reported by manufacturers.

Failure by manufacturers in reporting of authorized generics will result in drastic cuts to
pharmacy reimbursement. The lack of reporting of AMPs for authorized generics would
mean that one of the higher cost products used to calculate the weighted average for pharmacy
reimbursement will be eliminated, resulting in pharmacies being paid below the average
acquisition cost of the drug.

On average, the current draft AMP-based FULs, which are based off of AMPs that include
authorized generics, already pay pharmacies below cost for over 1/3 of generic drug products.
By removing authorized generic drugs from the calculation of AMP and ultimately the
calculation of FULSs, pharmacy reimbursement will be even lower as a larger number of FULs
will fall below pharmacy acquisition costs. These drastic cuts could lead to reduced access to
prescription drugs and pharmacy services for Medicaid patients as pharmacies may not be
able to withstand these additional financial burdens. As a result, there is the potential for
increased overall healthcare expenditures due to the use of more costly healthcare services
among Medicaid patients.

We thank you for your leadership on these critically important healthcare issues and look
forward to working with you as the nation seeks to address the fiscal challenges before it.
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Infectious Discases Society of America

July 7, 2015

The Honorable Joe Pitts The Honorable Gene Green
Chairman Ranking Member

Subcommittee on Health Subcommittee on Health

Energy and Commerce Committee Energy and Commerce Committee
U.S8. House of Representatives U.S. House of Representatives

420 Cannon House Office Building 2470 Rayburn House Office Building
‘Washington, DC 20515 Washington, DC 20515

Dear Chairman Pitts and Ranking Member Green,

On behalf of the Infectious Diseases Society of America (IDSA), I write to thank
you for holding tomorrow’s hearing, “Medicaid at 50: Strengthening and Sustaining
the Program.” The Medicaid program is a critical source of coverage for preventive
and health care services for some of our most vulnerable patients. With the
Affordable Care Act’s (ACA) Medicaid expansion, the program has taken on an
even greater role in providing comprehensive and reliable coverage to our patients
living with HIV and many others who previously were uninsured. We urge strong
and ongoing federal support for this vital program.

Lo Diondiie I Gk

1 write to offer information and recc dations to strengthen Medicaid
reimbursement of infectious diseases (ID) physicians and the impact of ID physician
reimbursement on patient care, public health, and research. We hope you will find
our perspectives useful as you review this important program and consider
improvements.

The Value of the Infectious Diseases (ID) Physician

ID physicians provide expert life-saving care for a wide variety of medically
complex patients, including many who rely upon Medicaid for their health coverage.
For example, in inpatient hospital settings, II) physicians often consult with the
primary treating physician on the care of patients who may have serious infections
that require intensive monitoring to accurately diagnose and appropriately manage.
ID specialists provide cost-saving stewardship of diagnostic testing. ID specialists
optimize treatment by recommending appropriate antibiotics or other antimicrobial
drugs, duration of therapy, and route of delivery, and by monitoring clinical and
laboratory progress to minimize adverse drug reactions."? Furthermore, ID
specialists facilitate care transitions from the inpatient setting through provision and

" Petrak RM, et al, The value of an infectious diseases specialist. Clin Infect Dis 2003;36:1013-17.

* McQuillen DP, et. al. The value of infectious diseases specialists: non-patient care activities. Clin
Infect Dis 2008;47:1051-63.
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oversight of outpatient antibiotic therapy. Such programs are themselves a form of antimicrobial
stewardship; infectious diseases consultation reduced use of parenteral antibiotics by 28% in one
study.’ In outpatient settings, ID physicians routinely provide follow up care to recently
hospitalized patients as well as extensive ongoing care to patients with chronic infections such as
HIV/AIDS. Of particular note, ID specialists play an important role in the treatment of chronic
hepatitis caused by Hepatitis C virus (HCV), which is a disease of high incidence within the
Medicaid population and comes with significant treatment costs, Access to ID specialists for
patients infected with HCV is critical to ensure that the most appropriate and most cost-effective
treatment is provided.

In 2014, several IDSA leaders published, “Infectious Diseases Specialty Intervention Is
Associated with Decreased Mortality and Lower Healthcare Costs,” in Clinical Infectious
Diseases. The study reviewed Medicare data from 2008-2009 for over 270,000 hospital stays of
patients with at least 1 of 11 targeted serious infections to compare stays that involved ID
physician intervention with those that did not, as well as early versus late ID physician
intervention. The sample included 101,991 stays with ID physician involvement and 170,366
stays without. Risk adjusted, stays with ID physician involvement were associated with
significantly lower rates of mortality and 30-day readmission rates. Patients receiving care from
an ID physician also had significantly lower risk-adjusted lengths of hospital stay, far fewer
intensive care unit (ICU) days, and much lower Medicare charges and payments than those who
did not receive any ID physician care. Patients receiving early intervention from an ID physician
(within 2 days of admission) had even better outcomes as compared to those with no ID
physician involvement: 3.8% shorter overall hospital stays, 5.1% shorter ICU stays, 3.4% lower
costs for the hospital stay, and 6.2% lower costs for the 30 days post-discharge. Although these
findings are based solely upon Medicare data, we believe the impact of care from an ID
physician is applicable across patient populations and payers, including Medicaid.

ID physicians provide tremendous value beyond direct patient care as well. For example, ID
physicians contribute significantly to our national security, leading public health responses to
natural and manmade ID threats such as bioterrorism attacks, Middle East Respiratory Syndrome
Coronavirus (MERS-CoV), Ebola virus disease, antibiotic resistance, foodborne illnesses, and
other emerging threats. ID physicians provide critical expertise and leadership for infection
control programs and activities at healthcare facilities across the nation. ID physicians are also
leading antibiotic stewardship programs at institutions throughout the country, which are
critically needed to optimize patient care and outcomes and curtail the overuse and misuse of
antibiotics that is driving the development of resistance. As the federal government pursues the
establishment of stewardship programs in all hospitals and long-term care facilities (as indicated
in the National Action Plan for Combating Antibiotic Resistant Bacteria), we will rely upon a
well-trained cadre of ID physicians to direct this important effort at the local and institutional
level. Further, ID physicians are critical for the conduct of clinical trials to evaluate and

* Shrestha, NK et. al. Antimicrobial stewardship at transition of care from hospital to community. [nfect Control
Hosp Epidemiol. 2012 Apr;33(4):401-4. doi: 10.1086/664758.

* Schmitt, Steven et. al. Infectious Diseases Specialty Intervention Is Associated With Decreased Mortality and
Lower Healthcare Costs. Clin Infect Dis. (2014) 58 (1): 22-28.
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validate greatly needed new vaccines, diagnostics, and antibiotics and other antimicrobial drugs.
We greatly appreciate this Subcommittee’s leadership in advancing the 21* Century Cures Act
(H.R. 6), which IDSA is proud to support. And we underscore that the success of provisions in
this bill seeking to stimulate urgently needed antibiotic research and development will hinge
upon the availability of ID physicians to conduct the necessary clinical trials.

The Future of ID Patient Care, Public Health, and Research in Peril

Unfortunately, despite the vital role of ID physicians in caring for patients, protecting public
health and driving research, the future of this specialty is in jeopardy as fewer and fewer young
physicians are choosing to enter this field. Data from the National Residency Match Program
(NRMP) indicate a disturbing decline in the number of individuals entering into ID fellowship
training. In the 2010-2011 academic year, there were 342 NRMP applicants matching
nationwide in ID. This number has consistently declined every year since, with only 276
applicants matching via the NRMP in 2014-2015. Interestingly, ID and nephrology are the only
two internal medicine subspecialties experiencing this decline. In 2014, IDSA leaders surveyed
nearly 600 internal medicine residents about their career choices. While results have not yet
been published, we can share that very few residents self-identified as planning to go into ID. A
far higher number reported that they were interested in ID, but chose another field instead.
Among that group, salary was the most often cited reason for not choosing ID.

Reimbursement for ID Physicians

Relatively low compensation for ID physicians as compared to other medical specialties is an
important concern for IDSA, and one that we hope the Subcommittee will examine closely.
Over 90% of the care provided by ID physicians is considered evaluation and management
(E&M), as opposed to procedures. The face-to-face encounters that ID physicians have with
patients suffering from serious infections continue to be undervalued by current payment
systems that much more generously reward procedures. To elaborate, infectious discases
specialists often treat patients with complex, severe infections that require strict adherence to
antimicrobial treatment protocols that may last several weeks to months. Moreover, it is not
uncommon that patients with severe infections have multiple co-morbidities that bring added
complexity to their management and treatment. ID specialist-managed patients infected with
HIV and HCV require ongoing care coordination. The provision of these E&M services requires
a high level of expertise and complex medical decision-making that is inappropriately
undervalued under current payment systems, including Medicaid.

The inappropriate undervaluing of E&M services has created a significant compensation
disparity between 1D physicians and specialists who provide more procedure-based care, as well
as primary care physicians who provide similar or identical E&M services but who receive
payment increases simply because they are called “primary care physicians.” This disparity is a
key driver of the waning interest in ID among young physicians. For example, a 2015 review by
Medscape of 26 medical specialties found that ID was 6" from the bottom.” Average annual

% Peckham, Carol. Medscape Infectious Disease Physician Compensation Report 2015.
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salaries for ID physicians are only 8.7% higher than the average salary of general internal
medicine physicians, even though ID certification requires an additional 2-3 years of training.
While we recognize that physician compensation is still significantly higher than what most -
Americans eamn, we are nonetheless tremendously concerned about the future of the ID specialty,
the patients who will need access to care for serious or life-threatening infections, and public
health activities that will continue to rely upon ID physician expertise and leadership. Far too
few young physicians are pursuing ID careers, instead seeking the higher compensation
associated with other specialties whose annual salaries are 1 2/3 to twice that of ID specialists.
The significant debt burden facing young physicians ($200,000 on average for the class 0f 2014)
is understandably driving many individuals toward more profitable specialties.

Recommendations

Medicaid policy is one area in which the federal government can help address the payment
disparity facing ID physicians. For example, the ACA currently provides for increased
reimbursement for physicians who perform primary care services to Medicare beneficiaries and
who are of a specific designation, (e.g., family medicine, internal medicine, geriatric medicine,
or pediatric medicine). It is important to understand there is no code in the physician fee
schedule for “primary care services,” Primary care physicians (PCPs) and infectious diseases
specialists bill identical E&M codes, and both coordinate care for individual patients. However,
because of how the legislation was drafted, an ID specialist will be reimbursed less than other
physicians for providing the same or usually substantially more complex E&M services. IDSA
continues to advocate for appropriate reimbursement for these face-to-face patient encounters
provided by ID physicians within the Medicare program. As the Subcommittee examines broad
issues regarding the Medicaid program, we are hopeful that you can consider opportunities to
provide adequate reimbursement for E&M services, including those provided by ID physicians.

The ACA also included a provision that provided Medicare-level reimbursement rates under
Medicaid to physicians practicing in the specialties of family medicine, pediatrics, and internal
medicine as well as related pediatric and internal medicine subspecialists, including ID
physicians. While not a comprehensive solution to ID physician reimbursement concerns, this
policy was helpful, particularly in allowing ID physicians to maintain or expand their Medicaid
patient populations. We understand that Congress opted to allow this provision to expire at the
end of 2014 and that a variety of complex factors led to that decision. However, we urge the
Subcommittee to consider ways to address ID physician reimbursement as you consider broader
Medicaid policies. We also recognize that Medicaid policy alone cannot thoroughly and
sufficiently address concerns regarding ID physician compensation and the decreasing numbers
of people entering this important field. We look forward to other opportunities to engage with
the subcommittee on these issues and offer additional policy recommendations for your
consideration.



107

PAGE FIVE—IDSA Letter to E&C Health Subcommittee Leadership RE Medicaid Hearing

Once again, we thank the Subcommittee for holding this important hearing, and look forward to
continuing to work with you on issues of importance to patients and public health. Should you
have any questions, please feel free to contact Amanda Jezek, IDSA’s Vice President for Public
Policy and Government Relations at ajezek@idsociety.org or 703-740-4790.

Sincerel

Stephen B. Calderwood, MD, FIDSA
President, IDSA

IDSA represents over 10,000 infectious diseases physicians and scientists devoted to patient
care, disease prevention, public health, education, and research in the area of infectious
diseases. Our members care for patients of all ages with serious infections, including meningitis,
pneumonia, tuberculosis, HIV/AIDS, antibiotic-resistant bacterial infections such as those
caused by methicillin-resistant Staphylococcus aureus (MRSA), vancomycin-resistant
enterococci (VRE), and Gram-negative bacterial infections such as Acinetobacter baumannii,
Klebsiella pneumoniae, and Pseudomonas aeruginosa, emerging infections such as Middle East
respiratory syndrome coronavirus (MERS-CoV), Enterovirus D68, and Ebola virus disease, and
bacteria containing novel resistance mechanisms such as the New Delhi metallo-beta-lactamase
(NDM) enzymes and others that make them resistant to a broad range of antibacterial drugs,
including one of our most powerful classes of antibiotics, the carbapenems (carbapenem-
resistant Enterobacteriaceae, or CRE).
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Statement of
Office of Inspector General
Department of Health and Human Services

In 1975, the Medxcand program provided coverage to approximately 20 million beneficiaries at a
cost of $12.6 billion.! One year later, the Department of Health and Human Services (HHS or the
Department) Office of Inspector General (OIG) was estabhshed Now, thirty-nine years later,
Medicaid covers approximately 70 million beneficiaries” at a cost of $438 billion and makes up a
significant portion of OIG’s oversight and enforcement work.? Over that time, the Medicaid
program has expanded from covering the medical expenses for specific categories of individuals,
e.g., individuals with disabilities and dependent children receiving public assistance, to a
program that now serves as the nation’s largest source for public health coverage for a wide
range of beneficiaries.

Considering the vital and growing role that Medicaid plays in the nation’s health care system,
OIG understands how important it is to ensure that both the Centers for Medicare & Medicaid
Services (CMS) and the States jointly operate a Medicaid program that is effective and efficient
and delivers high-quality health care to its beneficiaries. To that end, OIG continues to make
oversight of the Medicaid program a critically important piece of our mission to protect the
integrity of HHS programs and the health and welfare of program beneficiaries. We have
identified protecting an expanding Medicaid program from fraud waste, and abuse as one of the
Department’s top management and performance challenges.*

This statement summarizes significant unimplemented recommendations to improve the
efficiency and effectiveness of the Medicaid program. HHS OIG believes that implementation of
these recommendations will result in cost savings and/or improvements in the Medicaid
program’s efficiency and effectiveness.

The recommendations come from OIG audits and evaluations, performed pursuant to the
Inspector General Act of 1978, as amended. These recommendations were recently released in
OIG’s March 2015 Compendium of Unimplemented Recommendations (Compendium). For more
information about these and other unimplemented recommendations please see the full 2015
Compendium available at: http://oig.hhs.gov/reports-and-publications/compendium/index.asp

OIG is committed to working with CMS, the States, Congress, and other stakeholders to ensure
that the Medicaid program operates as efficiently and effectively as possible so that Medicaid
beneficiaries receive high quality health care services.

' CMS, 2013 Actuarial Report on the Financial Outlook for Medicaid, available at https: //www cms.gov/Research-
Statistics-Data-and-Systems/Research/ActuarialStudies/downloads/MedicaidReport2010,
* CMS, Medicaid & CHIP, April 2015 Monthly Applications, Eligibility Determinations and Enroll Report,
available at hitp:/medicaid. gov/medicaid-chip-program-information/program-information/downloads/april-2015-
enrollment-regort pdf
? Kaiser Family Foundation, Medicaid & CHIP, available at http://kfforg/state-category/medicaid-chip/
* OIG, Top Management and Performance Challenges, available at http//oig hhs.gov/reports-and-publications/top-
challenges/2014/challenge03.asp

Page2 of 8



110

OIG Unimplemented Recommendations

High quality. patient-centered care

. Enssure that Medicaid children receive all required preventive screening services (Top
25)
OIG’s review focused on medical, vision, and hearing screenings provided to children
under the Early and Periodic Screening, Diagnostic, and Treatment (EPSDT) benefit. We
found that very few children received the correct number of vision, hearing, and/or
complete medical screenings. Further, we found that children’s participation in EPSDT
medical screenings remained lower than established goals.

- CMS should require States to report on vision and hearing screening data for eligible
children.

- CMS should collaborate with States and providers to develop effective strategies to
encourage beneficiary participation in screenings.

CMS concurred with the recommendation and had made efforts to explore adding a
requirement and creating a vision quality measure. We continue to monitor CMS’s
progress in implementing our recommendations. Expected impact is improved quality
and safety. OEI-05-08-00520 http:/oig.hhs.gov/oei/reports/oei-05-08-00520, pdf

Home and community-based care

o Improve oversight of management of Medicaid personal care services (Top 25)
OIG’s body of work examining personal care services (PCS) has found significant and
persistent compliance, payment, and fraud vulnerabilities that demonstrate the need for
CMS to take a more active role with States to address these issues. As more and more
State Medicaid programs explore home care options like PCS, it is critical that adequate
safeguards exist to prevent fraud, waste, and abuse in PCS and other important home care
benefits.

OIG made several recommendations to improve CMS’s oversight of PCS:

- Promulgate regulations to reduce significant variation in States’ personal care
services laws and regulations by creating or expanding Federal requirements and
issuing operational guidance for claims documentation, beneficiary assessments,
plans of care, and supervision of attendants.

* Top 25 indicates that the unimplemented recommendation is included in OIG’s Top 25 unimplemented
recommendations that, on the basis of the professional opinion of OIG, would best protect the integrity of HHS
programs if implemented. OIG is required by law to report the Top 25 unimplemented recommendations in the
Compendium. For more information on the Top 25 unimplemented recommendations, see our 2015 Compendium at
http://oig.hhs.gov/reports-and-publications/compendium/files/compendium20]1 5.pdf
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- Promulgate regulations to reduce significant variation in State PCS attendant
qualification standards and the potential for beneficiary exposure to unqualified PCS
attendants by establishing minimum Federal qualification standards applicable to all
PCS reimbursed by Medicaid.

- Promulgate regulations to improve CMS’s and States’ ability to monitor billing and
care quality by requiring States to (1) either enroll all PCS attendants as providers or
require alt PCS attendants to register with the State Medicaid agencies and assign
each attendant a unique identifier and (2) require that PCS claims include the specific
date(s) when services were performed and the identities of the rendering PCS
attendants.

- Issue guidance to States regarding adequate prepayment controls. Consider whether
additional controls are needed to ensure that PCS are allowed under program rules
and are provided.

- Take action to provide States with data suitable for identifying overpayments for PCS
claims during periods when beneficiaries are receiving institutional care paid for by
Medicare or Medicaid.

CMS concurred with the recommendation. In June 2014, CMS indicated that it
promulgated final rules for the new Community First Choice benefit, under section
1915(k) and for home- and community-based services (HCBS) provided under sections
1915(c) and 1915(i) of the Social Security Act. OIG believes CMS’s actions do not fully
implement the recommendation. We recommended that CMS promulgate regulations to
reduce variation in State rules regarding PCS by creating Federal requirements for claims
documentation, beneficiary assessments, plans of care, and supervision of attendants. The
final rules address beneficiary assessments and plan-of-care provisions. However, they do
not address provisions related to consistent claims documentation and supervision of
attendants. We continue to monitor CMS’s progress in implementing our
recommendations. Expected impact is an estimated savings of $1.3 billion and improved
program management. OIG-12-12-01 hitp://oig.hhs.gov/reports-and-
publications/portfolio/portfolio-12-12-01.pdf

Other OIG significant unimplemented recommendations:

Require at least one onsite visit before a home and community-based services waiver
program is renewed and develop detailed protocols for such visit. CMS concurred with
this recommendation in part. OEI-02-08-00170 http://oig hhs.gov/oei/reports/oei-02-08-
00170.pdf

Make information available fo the public about State compliance with the home and
community-based services waiver assurances available to the public. CMS concurred
with this recommendation, OEI-02-08-00170 http//oig.hhs.gov/oei/reports/oei-02-08-
00170.pdf
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Medicaid managed care
o Strengthen Oversight of State access standards for Medicaid Managed Care (Top 25)

OIG reviewed State standards and oversight related to Medicaid managed care
organizations’ (MCO) maintenance of a sufficient network of providers to provide
adequate access to care for enrollees. We found that State standards for access to care
vary widely and that CMS provides limited oversight of these standards. Additionally,
standards are often not specific to certain types of providers or to areas of the State.

- CMS should strengthen its oversight of State standards and ensure that States develop
standards for key providers.

- CMS should strengthen its oversight of State’s methods to assess plan compliance
and ensure that States conduct direct tests of access standards.

- CMS should improve States” efforts to identify and address violations of access
standards and provide technical assistance and share effective practices.

CMS concurred with the recommendation. In a recent notice of proposed rulemaking,®
CMS proposed new regulatory requirements to improve and monitor beneficiary access
to care in the Medicaid MCO setting. We continue to monitor CMS’s progress in
implementing our recommendations. Expected impact is improved quality and safety.

OEI-02-11-00320 hitp://oig.hhs.gov/oei/reports/oei-02-11-00320.pdf

Other OIG significant unimplemented recommendations:

»  Work with States to assess the number of providers offering appointments and improve
the accuracy of plan information. CMS concurred with this recommendation. OEI-02-13-
00670 http://oig.hhs.gov/oei/reports/oei-02-13-00670.pdf

e Work with States to ensure that plans’ networks are adequate and meet the needs of their
Medicaid managed care enrollees. CMS concurred with this recommendation. OEI-02-

13-00670 http://oig.hhs.gov/oei/reports/oei-02-13-00670.pdf

¢ Require that State contracts with managed care entities include methods to verify with
beneficiaries whether services billed by providers were received. CMS concurred with
this recommendation. OE1-01-09-00550 http:/oig.bhs.gov/oei/reports/oei-01-09-
00550.pdf

Data systems

¢ Improve the Transformed Medicaid Statistical Information System (Top 25)

® 80 Fed. Reg. 31098 (Jun. 1, 2015), available at http://www.gpo.gov/fdsys/pkg/FR-2015-06-01/pdf/2015-12965.pdf
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OIG reviewed CMS’s implementation of the Transformed Medicaid Statistical
Information System (T-MSIS) that is designed to operate as a national database of
Medicaid and Children’s Health Insurance Program (CHIP) information to cover a broad
range of user needs, including program integrity. We found that some progress had been
made in 12 volunteer States; however, most other States had not started implementing T-
MSIS, and they reported varied timeframes for when they planned to begin. Furthermore,
early T-MSIS implementation outcomes raised questions about the completeness and
accuracy of T-MSIS data upon national implementation.

- CMS should ensure that the national T-MSIS is complete, accurate, and timely.

- CMS should ensure that States submit required T-MSIS data and establish a deadline
for when national T-MSIS data will be available.

CMS concurred with the recommendation. In March 2014, CMS indicated that it is
working to create a set of rules to govern the submission of T-MSIS data. CMS also
indicated that it reviewed States’ source-to-target mapping documents and distributed
State technical requirements. In addition, CMS plans to define State file processing
procedures, delineate a data quality oversight strategy, and provide stakeholders with
information on data quality issues. OIG has ongoing work” that will assess the
completeness of States’ submission of T-MSIS data. We continue to monitor CMS’s
progress in implementing our recommendations. Expected impact is improved program
management. OEI-05-12-00610 http://oig.hhs gov/oei/reports/oei-05-12-00610.pdf

Other OIG significant unimplemented recommendations:
¢ Require each State Medicaid agency to report all terminated providers. CMS concurred
with this recommendation. OEI-06-12-00031 http://oig.hhs.cov/oei/reports/ogi-06-12-

00031.pdf

s Ensure that the shared information contains only records that meet CMS’s criteria for
inclusion. CMS concurred with this recommendation. OEI-06-12-
00031 http://oig.hhs.gov/oei/reports/oei-06-12-00031 pdf

e  Work with States to improve the quality of claims data for drugs submitted by providers
and pharmacies. CMS concurred with this recommendation. OEI-05-11-

00580 http:/oig.hihs.gov/oei/reports/oei-03-11-00580.pdf

¢ Help States obtain better data on ineligible drugs. CMS concurred with this
recommendation. OEI-05-11-00580 http://oig.hhs.gov/oei/reports/oei-05-11-00580.pdf

o Facilitate States’ submission of standardized claims data. CMS concurred with this
recommendation, OEI-05-11-00580 http://oig.hhs.gov/oei/reports/oei-05-11-00580.pdf

? OEI-05-15-00050; expected issue date: fiscal year 2016
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CMS should be more engaged in dispute resolution between States and drug
manufactures. CMS concurred in part with this recommendation. OEI-05-11-
00580 hitp://oig.hhs.gov/oei/reports/oei-05-11-00580.pdf

Program integrity and financial management

Ensure that States calculate accurate costs for Medicaid services provided by local
public providers. (Top 25)

OIG’s review focused State practices that utilize the Federal Upper Payment Limit (UPL)
to obtain Federal Medicaid funds without committing the States’ shares of required
matching funds or by other means artificially inflate the Federal share. We found that
some States utilized the UPL rules to their advantage by requiring certain classes of
facilities to transfer the UPL funds to the States to be put to other uses, leaving the
facilities underfunded.

- CMS should provide States with definitive guidance for calculating the UPL, which
should include using facility-specific UPLs that are based on actual cost report data,

- CMS should require that the return of Medicaid payments by a county or local
government to the State be declared a refund of those payments and thus be used to
offset the Federal share generated by the original payment.

In 2008, CMS issued a final rule that, among other things, would limit Medicaid
payments to public providers to their costs of providing care, but the rule was ultimately
vacated by Federal District Court. We continue to monitor CMS’s progress in
implementing our recommendations. Expected impact is estimated savings of $3.87
billion over 5 years and improved payment efficiency. A-03-00-

00216 http://oig.hhs.gov/oas/reports/region3/30000216.pdf

Other OIG significant unimplemented recommendations:

Ensure that all States appropriately report offset drug rebate amounts. CMS concurred
with this recommendation. OEI-03-12-00520 https:/oig.hhs.gov/oei/reports/oei-03-12~
00520.pdf

Seek legislative authority to extend the additional rebate provisions for brand-name drugs
to generic drugs. CMS agreed to consider this recommendation. A-06-07-
00042 http://oig.hhs.gov/oas/reports/region6/60700042.pdf

Work with State Medicaid agencies to determine whether the use of manufacturer rebates
and lower provider reimbursement rates could achieve net savings for the purchase of
diabetes test strips. CMS concurred with this recommendation. A-05-13-

00033 http://oig.hhs.gov/oas/reports/region5/51300033.pdf

Encourage States to adopt a multitiered payment system to bring pharmacy
reimbursement more in line with the actual acquisition cost of drug products. CMS
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concurred in part with this recommendation, A-06-02~
00041 http://oig.hhs.gov/oas/reports/region6/6020004 1 .pdf

Take action to provide States with data suitable for identifying overpayments for PCS
claims during periods when beneficiaries are receiving institutional care paid for by
Medicare or Medicaid. OIG 12-12-01. CMS concurred with this

recommendation. http:/oig hhs.gov/reports-and-publications/portfolio/portfolio-12-12-
0l.pdf :
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Early Medicaid Expansion In
Connecticut Stemmed The Growth
In Hospital Uncompensated Care

ABFTRACT AS states continue to debate whether or not to-expand
Medicaid under the Affordable Care Act (ACA); a key consideration is the
impact of expansion on the financial position of hospitals; including
their burden of uncompensated care. Conclusive evidence from coverage
‘expansions that occurred in' 2014 is several years away. In the meantime,
“we analyzed the experience of hospitals in Connecticut, which expanded.
Medicaid coverage to a large number of childless'adults in April 2010
‘under the ACA. Using hospital-level parel data from Medicare cost
reports, we performed difference-in-differences analyses to compare the
changé in Medicaid volume and uncompensated care in'the period 2007=
13 in-Connecticut to chzmgﬁs in other Northeastern states. We found that
early Medicaid expansion in Connecticut was associated with an’ inerease
in:Medieaid discharges of 7-9 percentage points, relative to a baseline
rate of 11 percent, and an increase of 7-8 percentage points in Medicaid
revenue as a share of total revenue, relative to a baseline share of -
10 percent. Aldo, in contrast to the national and regional trends 'of
-Increasing uncompensated care during this ‘period, hospitals in :
Connecticut experienced no increase in uncompensatcd care. We conclude
that uncompensated cave in Connecticut was roughly one-third lower
than what it would have been without ¢arly Medicaid expansion. The
" results suggest that ACA Medicaid expansions u;mld ‘reduce hospitals”
uncompensated care burden.

n debates about the Medicaid expansion
in the Affordable Care Act (ACA), hospi-
tals have argued forcefully that expan-
sion would improve their financial posi-

hospitals, ™ Some early evidence suggests that
Medicaid expansion has indeed reduced un-
compensated hospital care. A recent report from
the Department of Health and Human Services

"

tion.! This argument was not enough to
carry the day in all states: As of April 29, 2015,
twenty-nine states and the District of Columbia
had expanded their Medicaid programs.’ In sev-
eral of the remaining states, however, the debate
about whether (or how) to expand Medicaid con-
tinues.
Multiple analysts have projected that one con-
sequence of Medicaid expansion will be a reduc-
tion in the uncompensated eave costs faced by

AIRS U
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explored aspects of Medicaid expansion using
data from five large for-profit hospital chains
operating in both expansion and nonexpansion
states and from hospital association surveys in
three expansion states.® The analysis found that
uninsured admissions fel} and Medicaid admis-
sions increased, with the largest changes occur-
ring in states that expanded Medicaid under
the ACA.

Several other studies also found that coverage

a1s
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expansions and contractions prior to the ACAled
to decreases and increases, respectively, in un-
compensated care. A recent study showed that
significant Medicaid cuts in Tennessee and
Missouri in 2005 led to increases in uncompen-
sated care in those states.” Another study found
that health reform in Massachusetts reduced
bad debt {one component of uncompensated
care) by 26 percent—a change that reflects the
effects of both the state’s Medicaid expansion
and its implementation of a health insurance
exchange.®

To estimate the effect of Medicaid expansion—
as opposed to Medicaid cuts or to the full pack-
age of coverage expansions included in the
ACA—on all hospitals, rather than just for
profits, we looked at the experience of Connect-
icut, a state that expanded its Medicaid program
immediately after passage of the ACA,

Prior to the ACA, parents and caretakers with
incomes up to 185 percent of the federal poverty
level were eligible for Medicaid in Connecticut.®
Childless adults were eligible for limited medical
assistance through the State Administered Gen-
eral Assistance program, a state-financed pro-
gram with a limited benefit package, if they
had incomes below 56 percent of poverty and
had less than $1,000 in assets,”® Higher-income
adults who did not have access to affordable
group insurance and who experienced difficulty
paying nongroup premiums were also able to
purchase subsidized coverage through the state-
sponsored Charter Oak Health Plan. However,
enrollment in this program was declining during
our study period b of rising premi it

As of April 2010, Connecticut offered full Med-
icaid benefits to childless adults with incomes
below 56 percent of poverty, regardless of assets.
In contrast with the limited benefits that had
been available previously, the full benefits in-
cluded an expanded provider network as well
as long-term care or skilled nursing facility
services and home health care benefits.'® This
resulted in 46,000 new Medicaid enrollees by
20142

Benjamin Sommers and coauthors have
shown that Connecticut’s decision to expand el-
igibility in this way led to an increase in Medicaid
coverage and a reduction in the number of un-
insured among the state’s residents.”? We inves-
tigated whether these changes in insurance cov-
erage at the population level translated into an
increase in the number of inpatients with Med-
icaid coverage and a reduction in the amount of
uncompensated care provided by hospitals.

Four other states—New Jersey, Washing
Mi and California—and the District of
Columbia also chose to expand their Medicaid
programs between 2010 and 2014. For various

D loaded from content

118

reasons, their experiences do not provide clean
natural experiments for investigating the effect
of Medicaid expansion on hospital uncompen-
sated care.

New Jersey and Washington used the early
opportunity for expansion underthe ACAto fund
existing state programs without expanding eli-
gibility to new groups. As a result, no increase in
insurance coverage was expected.® In general,
expansions in Medicaid coverage will reduce un-
compensated care only to the extent that they
reduce the uninsurance rate among hospitalized
patients, To the extent that such expansions sim-
ply shift patients from one source of public cov-
erage to another, uncompensated care will not
change.

Similarly, early expansion did not appear to

b ially affect the ber of uninsured res-
idents in the District of Columbia. Sommers and
coauthors found an insignificant decrease in the
uninsurance rate among childless adults, but
a significant increase in the uninsurance rate
among parents.”

Farly expansion by California and Minnesota
increased the number of people eligible for pub-
lic insurance and therefore should have had a
larger effect on coverage, compared to the situa-
tion in states that did not expand eligibility to
new groups. However, because California and
Mi ta did not impl t the expansion un-
til 2011 and because data on hospital uncompen-
sated care are available only with a lag, at this
point we have very little post-expansion data on
these states.

States that are still deciding whether or not to
expand Medicaid need information now on the
potential costs and benefits of expansion. Our
focus on a single state, Connecticut, offers in-
sights inte how expanding Medicaid to cover
the uninsured affects hospitals’ uncompensated
care.

Study Data And Methods

vatA The data we analyzed came from Medicare
cost reports for fiscal years 2007-13. These re-
ports are submitted annually by all Medicare-
certified hospitals (essentially, all hospitals ex-
cluding Veterans Affairs and selected children’s
hospitals). We combined these annual reports to
create a hospital-level data set with up to seven
years of data per hospital. The full sample con-
sisted of 30 hospitals in Connecticut and 404
hospitals in the comparison states, providing a
total of 1,958 hospital-year observations.

‘The cost reports include information on the
total number of hospital discharges and the
number of discharges for certain payer types:
Medicaid (Title 19 of the Social Security Act},
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Medicare (Title 18), and the Maternal and Child
Health program (Title 5). We expected that after
2010 the Medicaid share of discharges would
increase in Connecticut, compared to the other
states, driven by the increase in childless adults
enrolled in Connecticut’s Medicaid program.
This increase should coincide with a decrease
in uninsured discharges. However, to the extent
that the early Medicaid expansion caused some
people to move from private to public coverage—
a phenomenon known as “crowd-out”—private
discharges could fall as well. .

Unfortunately, the hospital cost reports do not
provide separate measures of uninsured and pri-
vately insured discharges. Therefore, we could
not directly estimate the extent to which the ex-
pansion of Medicaid reduced the ber of un-
insured patients instead of simply crowding out
existing private coverage,

One measurable consequence ofany decline in
the number of uninsured patients should be a
decline in uncomp d care, U P d
care is defined as the sum of charity care and bad
debt. Charity care is care for which there was no
expectation of payment at the time of discharge,
whereas bad debt arises from services for which
the hospital billed but did not receive payment.
As a practical matter, it is difficult to distinguish
these two comp ts of p d care
even when they are reported separately, because
hospitals vary in their definitions of charity care,

It is sometimes argued that the difference be-
tween Medicaid reimbursements and the cost of
providing care represents a form of uncompen-
sated care. However, such shortfalls are not in-
cluded in standard definitions of uncompensated
care” or in the measure of uncompensated care
reported in the Medicare cost reports.

METHODS It is important to note that starting
in 2010, hospitals were required to report data
on uncompensated care using more disaggre-
gated categories than had been required previ-
ously. For example, hospitals now have to report
charity care and bad debt separately and to report
charity care amounts by the insurance status of
the patient,

. To create a consistent measure of uncompen-
sated care over the study period, and to address

States that are still
deciding whether or
not to expand
Medicaid need
information now on
the potential costs
and benefits of
expansion.

the cost reports to construct a measure of the
cost of uncompensated care.

We used a difference-in-differences approach
to assess the impact of Connecticut’s early expan-
sion. Specifically, we investigated whether the
change in uncompensated care (or other out-
comes of interest, such as the Medicaid share
of discharges) after 2010 was larger in Connect-
icut than in other Northeastern states—specifi-
cally, Maine, New Hampshire, New York,
Pennsylvania, Rhode Island, and Vermont. The
comparison group excluded New Jersey, which
as mentioned above was also an ACA early adopt-
er but expanded Medicaid only to people who
were previously covered by state and local pro-
grams, and M i , which impl d
a major health insurance reform in 2007,

LimiTaTIoNs Our study and its data had several
limitations. One potential limitation of our data
is that hospitals often file incomplete informa-
tion in Medicare cost reports.”® Although our
data contained observations from 94 percent
of the hospitals in Connecticut and 86 percent
of those in the comparison states, hospital cost
reports were sometimes missing information on
Medicaid r and p ed care. To
ensure that ourresults were not biased by sample
selection, we tested whether the rate of item

the ongoing problem of distinguishing between
bad debt and charity care, we aggregated the
detailed categories in the post-2010 data to
match the pre-2010 measures of uncompensated
care, For details on the construction of uncom-
pensated care measures and a comparison with
American Hospital Association data, see online
Appendix Exhibits 1 and 2.

In the cost reports, uncompensated care is
measured in terms of hospital charges. We ap-
plied hospital-specific cost-to-charge ratios from

rom content by

nonr hanged differentially in Connect-
icut compared to the other states. Although non-
response was slightly more common in Connect-
icut overall, the response rate did not change
more in Connecticut than in other states after
2010. Thus, there is no reason to expect our
estimates to be biased by nonresponse.

As an additional robustness check, we con-
ducted analyses on a subsample of hospitals that
were observed continuously over the study peri-
od. As we describe below, the results from this
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parison states were from not-for-profit hospitals
(Exhibit 1), The sole for-profit hospital in Con-
necticut did not report information on uncom-

one of external validity: Connecticut’s
might not be representative of the expansions
that are currently under way in other states, One
possible reason is that Connecticut used early
expansion as an opportunity to expand an exist-
ing program, so some enrollees were already
insured. However, Connecticut is not alone in
this respect. At least fourteen of the states that
chose to expand Medicaid in 2014 had some type
of program already in place?

Another way in which Connecticut's early ex-
perience differs from those of later expansions is
that in 2010 Connecticut expanded eligibility to
childless adults with incomes only up to 56 per-
cent of poverty, instead of using the 133 percent
threshold required by the ACA after 2014. Given
the limited nature of the 2010 expansion, we
expect the effects of the 2014 expansion to be
greater than what we found for Connecticut.

A final limitation of our analysis is that ob-
served reductions in uncompensated care may
overstate the xmprovement in hospitals’ fi nan-
cial positions b of the way un
care is measured. Hospitals that treat uninsured
patients can count any difference between what
those patients pay and the cost of the service as
uncompensated care. In contrast, hospitals that
treat Medicaid patients cannot count the differ-
ence between what Medicaid pays and the cost of

p d care before exp

Average hospital size (measured by numbers
of hospital beds) did not differ substantially be-
tween facilities in Connecticut and those in the
comparison states (Exhibit 1). In terms of base-
line market characteristics, the average county-
level unemployment rate was similar in Connect-
icut and the comparison states {6.1 percent
versus 6.3 percent).

A comparison of baseline values for our depen-
dentvariables also suggests that the other North-
eastern states represented a good control group
for Connecticut, In 2007-09, Medicaid patients
represented 11 percent of discharges in Connect-
icut and 10 percent in the comparison states
(Exhibit 1), although Medicaid represented a
smaller share of hospital revenues in Connecti-
cut than in the other states. Uncompensated care
as a share of total expenses was 3 percent in both
Connecticut and the comparison group.

Exhibit 2 shows trends in Medicaid discharges
as a share of total discharges from 2007 through
2013. We used Medicaid discharges during the
pre-expansion period (2007-09) as the denomi-
nator for calculating this share in both the
pre- and post-expansion periods because total
discharges could have been affected by Connect-
icut’s expansion.

Sommers and coauthors found alarge increase
in Medicaid coverage at the population level in

the service—the shortfall—as b

care. Therefore, Medicaid expansion would have
improved Connecticut hospitals’ financial posi-
tions only if the state’s Medicaid reimbursement
rate was higher than what the hospitals would
have collected from uninsured people if they had
not gained Medicaid eligibility.

The connection between uncompensated care
and hospitals’ {inancial position is further com-
plicated by the fact that Connecticut’s Medicaid
expansion led to some crowding out of existing
private coverage.”* Because private insurers typ-
ically reimburse hospitals more generously than
state Medicaid programs do, shifts from private
coverage to Medicaid would negatively affect
Connecticut hospitals’ financial positions.

Study Results

Nationally, roughly 58 percent of private hospi-
tals are nonprofit.’* However, there is much var-
iation across regions, with for-profit hospitals
located disproportionately in Southern states.”
‘The vast majority of hospitals in our sample were
nonprofit: 99 percent of discharges in Connect-
icut (where only one of thirty hospitals was for-
profit) and 90 percent of discharges in the com-

Connecticut, relative to neighboring states.”
This pattern is evident in the hospitalized Con-
necticut population as well; Medicaid accounted
for about the same fraction of discharges in Con-
necticut and other Northeastern states before
2010, as noted above, but the Medicaid share
of discharges nearly doubled in Connecticut after
2010, while it remained approximately un-
changed in the other states (Exhibit 2). In 2013,
21 percent of discharges in Connecticut were
Medicaid enrollees, compared to 9 percent in
the other Northeastern states (p < 0.01). Trends
in Medicaid revenues show a similar pattern,
increasing in Connecticut both in absolute terms
and relative to the comparison states (seec Appen-
dix Exhibit 3).4

There are two channels through which Con-
necticut’s early expansion could have increased
the number of Medicaid inpatients: by increas-
ing inpatient utilization among newly insured
people and by shifting the source of payment
for people who would have been admitted any-
way. The second channel includes both patients
who otherwise would have been covered by pri-
vate insurance and those who would have been
uninsured. We examined two additional out-
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EXHIBIT A
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Connecticut
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in fevels {(miflions of dolla

weighted average)
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comes to shed light on the relative importance of
these two channels. For the results of these ex-
aminations, which are summarized below, see
Appendix Exhibit 4.7

First, we examined trends in total discharges.
The results indicated no significant change in
Connecticut relative to either the baseline or
the change in the other states. This null result
for total discharges was consistent with findings
from previous studies indicating that the use of
inpatient care is relatively insensitive to insur-
ance coverage. The most relevant evidence for
our study is from the Oregon Health Insurance
Experiment, which found no significant effect of
Medicaid coverage on inpatient admissions,”

Second, we examined trends in discharges for
patients with coverage other than Medicaid,
Medicare, or other federal programs. Ideally,
we would have looked separately at privately in-
sured and uninsured patients. Unfortunately, as
noted above, the Medicare cost reports do not
break out these categories. The best we could
do was to analyze an “all other” category of dis-
charges for patients not covered by Medicaid or
one of the federal programs enumerated in the
Medicare cost reports, which included both pri-
vately insured and uninsured patients as well ag
those covered by other state programs.

Looking at this “all other” category, we saw a
significant decrease in Connecticut after 2010,
relative to the change in other states. In 2013
the fraction of privately insured and uninsured

EXHIBIT 2

122

discharges was 14 percentage points lower in
Connecticut than in the comparison states
{p < 0.01)—a reduction of roughly the same
magnitude as the increase in the share of Medic-
aid discharges. This result further suggests that
the main effect of the expansion on hospitals was
to change thelr payer mix instead of increasing
their total volume.

Qurmain interest was in determining whether
expanding Medicaid coverage reduced the
amount of uncompensated care provided by hos-
pitals. Consistent with national statistics re-
ported by the American Hospital Association,”
uncompensated care expenditures increased in
the comparison nonexpansion states beginning
in 2011 (Exhibit 3). In contrast, we saw little
change over time in uncompensated care as a
fraction of total hospital expenditures in Con-
necticut. In 2013 uncompensated care as a share
of total hospital expenditures was 1.8 percentage
points lower in Connecticut than in the compar-
ison states (p = 0.09), as a result of the increase
in uncompensated care in those states. If we
assume that the comparison states represent
an appropriate counterfactual, this divergence
suggests that Connecticut’s decision to expand
Medicaid in 2010 fully offset an increase in un-
compensated care that the state’s hospitals
would have faced otherwise.

One question that cannot be answered by our
analysis is why uncompensated care in the other
Northeastern states increased during this peri-

Trends In U
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od. Anecdotal reports suggest two possibilities.
One is the increasing popularity of high-
deductible plans,”* and the other is the very
slow economic recovery following the Great Re-
cession,” Either of these phenomena would
have affected Connecticut just as much as the
comparison states. We conclude that Medicaid
expansion in Connecticut offset what would
have otherwise been an increased burden of un-
compensated care because of these underlying
dynamics.

It is important to note, however, that a simple
interrupted time-series analysis that looked only
at the flat trend in uncompensated care in Con-
necticut would conclude that the early expansion
of Medicaid in 2010 had no effect on the amount
of uncompensated care provided by hospitals.
The trend in comparison states provides infor-
mation needed to understand what would likely
have happened in Connecticut in the absence of
early Medicaid expansion.

ruGREssion We estimated multivariate
difference-in-differences models to account for
the possibility that other factors affecting un-
compensated care, such as hospital size or local
economic conditions, may have been changing
differentially in Connecticut versus the other
Northeastern states during this period, The mod-
els also included hospital and year fixed effects.

Consistent with Exhibits 2 and 3, the regres-
sion results in Exhibit 4 indicate that after ex-
pansion, Medicaid discharges increased signifi-
cantly in Connecticut relative to the trend in
the other states. When Medicaid discharges
were measured as a share of total discharges,
the regression-adjusted difference-in-differenc-
es model implies that Connecticut’s early expan-
sion increased the Medicaid share by 9.4 per-
centage points relative to the change in other
states. This is an 85 percent increase relative
to the baseline mean of 11.1 percent, We found
a similar percentage increase for Medicaid dis-

Effects OF Medicald Exp In G Over Time, Compared To Changes In Comparison States
Mean Difference-in-differences
Pre-expansion  Post-expansion  between Regression-

Dependent variable {2007-03) {2011-13) perlods Unadjusted  adjusted

MEDICAID DISCHARGES

As share of total 0079 0094
Connecticut 0.1 6.182 0072
Northeast 0104 0.097 ~0.007

In levels 1,895 28144
Connecticut 3198 4589 1391
Northeast 2463 1,958 -~504

MEDICAID REVENUES

As share of total ~ 076" 0070
Connecticut 0085 0182 0.086
Northeast 0.1686 0176 00t

in levels {millions of dollars} . 15837 14857
Connecticut 1358 3565 2209
Nertheast 3079 3705 625

UNCOMPENSATED CARE

As share of total expenses =001 ~0.008
Connecticut 0.026 0.021 -0.005
Northeast 0027 0033 0.008

In levels {millions of doilars) =51 -~38
Connecticut 133 114 -25
Northeast 142 168 26

sourer Authors’ analysis of 2007-13 Medicare cost report data. keves The analysis sample included 1,744 observations from 434
hospitals in Connecticut and comparison states in the Northeast (Maine, New Hampshire, New York, Pennsylvania, Rhode Istand, and
Vermont), Observations from 2010 were omitted from the analysis because for most hospitals the 2010 fiscal year included both
months before and months after Connecticut’s implementation of the expansion of Medicaid. Results in levels represent the annual
average per hospital number of Medicaid discharges; the annuat average per hospital amount of Medicaid revenue in millions of doltars;
and the aanual average per hospital amount of uncompensated care in millions of dollars. All regressions were estimated using ordinary
least squares and weighted by total discharges before expansion. Standard errors are clustered at the state level. To address the
problem of clustering at the state ievel with only seven clusters, we estimated corrected p values by reestimating our main
models using 2 data set of state-by-year means, following Donald SG, Lang K. Inference with difference-in-differences and other
panel data. Rev Econ Stat. 2007:89(2):221-33. The regression-adjusted model included year and hospital fixed effects and
controls for for-profit status, bed size, and county-level unemployment rate. ™p < 0.05 *p < 0.01
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Uncompensated care
may decline as a
result of coverage
expansions, but it will
not go away.

charges measured in levels and for Medicaid rev-
enues as a share of total revenues. When the
dependent variable was measured in dollars,
the regression-adj d model implies that Med-
icaid revenues more than doubled: a relative in-
crease of $148.5 million compared with a pre-
expansion baseline of $135.8 million.
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points, while uncompensated care fell by 0.81
percentage points.

Discussion
Connecticut was the first state to implement the
ACA’s Medicaid expansion by extending eligibil-
ity to childless adults who were not previously
eligible for public insurance. The early expan-
sion applied only to people with very low in-
comes (up to 56 percent of poverty). Nonethe-
less, it increased Medicaid enrollment by
approximately 46,000 people and significantly
reduced the number of uninsured adults,*
Our study investigated how this coverage ex-
pansion affected the provision of uncompensat-
ed care by hospitals in Connecticut. We found
evidence that the volume of Medicaid discharges
and revenue from Medicaid increased signifi-

cantly. Uncompensated care in Connecticut did -

not increase, while it increased significantly in
ison states. This is consistent with pre-

Turning to uncomp d care, the
ed difference-in-differences estimate implies
that Connecticut’s early Medicaid expansion re-
duced uncompensated care as a percentage of
total hospital expenses by approximately 1 per-
centage point, or roughly one-third of the base-
line mean (0.026). The point estimate from the
regression-adjusted model was a slightly smaller
and insignificant 0.8 percentage points. Mea-
sured in dollars, the results were similar, al-
though the regression-adjusted estimate was
marginally significant (p = 0.11).

ALTERNATIVE ANALYSES AND SENSITIVITY
TeSTS TO test the sensitivity of our results, we
conducted the analysis on alternative samples
using alternative regression specifications. The
results from these alternative models (Appendix
Exhibit 5)" were not qualitatively different from
those reported in Exhibit 4.

For our first robustness check, we limited the
sample to hospitals with complete data for the
entire study period. This reduced the sample to
fifty-two hospitals and 364 hospital-year obser-
vations, but it did not change the results materi-
ally. The difference-in-differences estimates for
this balanced sample imply that the early expan-
sion of Medicaid increased the Medicaid share
of discharges in Connecticut by 10 percentage
points relative to comparison states and reduced
uncompensated care as a percentage of total ex-
penditures by 0.66 percentage points, which was
marginally significant (p = 0.10).

Because all of the Connecticut hospitals in our
sample were not for profit, we reestimated the
regressions on a sample that excluded for-profit
hospitals in the comparison states., Our results
were robust to this change as well: We found that
Medicaid discharges increased by 9 percentage

liminary evidence that since January 2014, hos-
pitals in ACA expansion states have seen large
increases in Medicaid patients.®

We also found that the implied reductionin the
amount of uncompensated care in Connecticut
relative to comparison states was much smaller
than the increase in Medicaid revenue. One ex-
planation for the difference in the size of these
effects is that not all of the adults who gained
Medicaid coverage in Connecticut were previ-
ously uninsured. In fact, Sommers and co-
authors found that 40 percent of Connecticut’s
new Medicaid enrollees already had coverage.*

Bad debt generated by insured patients ac-
counts for a significant portion of hospital un-
compensated care. However, moving patients
from private insurance to Medicaid should have
a smaller effect on uncompensated care than
extending coverage to the previously uninsured.

Because Medicaid payment rates are so much
Jower than those of private insurance, the sub-
stitution of public for private coverage tends to
have a negative impact on total hospital reve-
nues. We would expect crowd-out to be less of
a factor for very poor adults, such as those who
gained Medicaid coverage in Connecticut, than
for the adults with slightly higher incomes who
gained coverage in subsequent expansions that
increased Medicaid eligibility to 138 percent of
poverty, However, the degree of crowd-out that
Sommers and coauthors found in Connecticut
was greater than what has been projected for
the ACA’s national Medicaid expansion.'>? Go-
ing forward, the impact of health reform on hos-
pitals will depend to an important degree on the
extent to which increased public coverage dis-
places private insurance.
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Conclusion
We close with three general observations about
uncompensated care in a post-ACA world. First,
uncompensated care may decline as a result of
coverage expansions, but it will not go away.
Current projections suggest that there will still
be roughly thirty million uninsured people in the
United States in 2025.* As long as there are
uninsured patients, hospitals will continue to
provide uncompensated care. Additional un-
compensated care will be attributable to insured
patients with unaffordable out-of-pocket ex-
penses.

Second, policy makers have recently raised
concerns about the level of charity care provided

Medieaid 4

necticut’s early expansion repr
a net gain for the state’s hospitals. However, itis
less clear what reductions in uncompensated
care might mean for other actors in the system.
Some advocates of health care reform have ar-
gued that reductions in uncompensated care
provided by hospitals will translate into lower
prices for private payers, which in turn will lead
to lower premi * This argl is predicat-
ed on an assumption that hospitals engage in
cost shifting. Although research on cost shifting
is limited, the best evidence from rigorous em-
pirical studies suggests that it is nota widespread
phenomenon®

Studies examining how hospitals respond

by not-for-profit hospitals,” and the regul
environment is changing. These hospitals will

w0 changes in public program re-
imbursement as well as to other financial shocks

face new and more stringent ity benefit
requirements under the ACA, beginning in 2016.
The hospitals will be required to establish and
publicize charity care policies and—before trying
to collect patients’ unpaid medical bills——to take
steps to inform those patients that they could be
eligible for charity care.

Third, it is reasonable to conclude that the
reduction in uncompensated care caused by Con~

ggest a ber of ways in which hospitals
could use the savings from reduced uncompen-~
sated care. They could increase staffing levels,”
investments in technology,® or holdings of fi-
nancial assets.” Disentangling the effect of a
reduction in uncompensated care from other
changes in hospital finances brought about by
the ACA is a challenging but important objective
for future research.

Results from this study were presented
at the annual meeting of the Populstion
Association of America, San Diego,
California, May 1, 2015, Helen Levy
recelved financial support from the
National Institute on Aging {Grant

No. NIA KD1AGO34232).
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By Randall D. Cebul, Thomas E. Love, Douglas Einstadter, Alice S. Petrulis, and John R. Corlett

MetroHealth Care Plus: Effects Of
A Prepared Safety Net On Quality
Of Care In A Medicaid Expansion

Population

ABSTRACT Studies of Medicaid expansion have produced conflicting -~
“results about wheéther the expansion is having a positive impact on health
and the cost and efficiency of care delivery. To explore. the issue further;
we examined MetroHealth: Care Plus, a Centers for Medicare and
Medicaid Services (CMS) waiver program in Chio composed of three
safety-net organizations that enrolled 28,295 uninsured poor patients in
closed-panel care during 2013, All participating organizations used
eléctronic health records and patient-centered medical homaes, publicly
creported performance in a vegional-health improvement collaborative;
‘and accepted a budget-neutral cap approved by CMS. We: compared
changes between 2012.and 2013 in achieving quality standards for
diabetes and hypertension among 3,437 MetroHealth Care Plus enroliees
to changes among 1,150 patients with the same conditions who remained
uninsured in both years. Compared to continuously uninsured patients
with diabetes, MetroHealth Care Plus enrollees with diabetes improved
significantly more on composite standards of care and intermediate
“outcomes. Among enrollées with hypertension, blood pressure control
improvements were insignificantly larger than those inthe continuously
uninsured group with hypertension. Across all 28,295 envollees, 2013
total costs of care were 28.7 percent below the budget cap, providing
cause for opnmmm that'a prepared safety net can meet the challenges of

Medicaid expansion.

s Medicaid expansion continues

under Affordable Care Act (ACA)

provisions, debate continues about

its likely impact on health and on

the costand efficiency of care deliv-
ery. Fueling the debate are conflicting results
from studies using various methods, including
recent studies emphasizing coverage expan-
sion.

For example, in 2012 Benjamin Sommers and
coauthors documented favorable changes in
population-level access to care, self-reported
health status, and all-cause mortality in three
states where Medicaid coverage had expanded

sinee 2000, compared to three contiguous states
with no expansion.! And in 2013 Katherine
Baicker and colleagues reported on Oregon’s
2008 Medicaid expansion that enabled poor un-
insured winners of a lottery to apply for Medicaid
while Jottery losers were left uninsured.” After
two years, Oregon's newly insured Medicaid pa-
tients had no significant differences in physical
health and no differences in self-reported use
of emergency department (ED) services, com-
pared to lottery losers, Follow-up administrative
data from Portland-area hospitals documented
40 percent higher ED use~including “prevent-
able” use—among patients in the expansion
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group,’ compared to the uninsured control
group.

Before Ohio approved its ACA Medicaid expan-
sion in October 2013, the state had received a
waiver enabling safety-net organizations in its
largest county—Cuyahoga—to provide closed-
panel care coverage under a budget-neutral cap
approved by the Centers for Medicare and Med-
icaid Services (CMS). In the MetroHealth Care
Plus program, the county-owned MetroHealth
System and two of the county's federally quali-
fied health centers enrolled patients with family
incomes at or below 133 percent of the federal
poverty level.

The three organizations used the same elec-
tronic health record (EHR) system, which en-
abled them to exchange health information. All
but two of the organizations’ eighteen primary
care practice sites had received recognition as
level 3 patient-centered medical homes from
the National Committee for Quality Assurance;
had used nurses for care coordination; and par-
ticipated in a regional health improvement col-
laborative, Better Health Partnership.

Better Health uses EHRs to measure and pub-
licly report achievement on quality of care for
chronic conditions, including diabetes and hy-
pertension. This study used Better Health’s data
to compare changes in quality measures for
these two conditions among established patients
of the MetroHealth System who enrolled in
MetroHealth Care Plus to changes among pa-
tients with the same conditions who remained
uninsured.

Study Data And Methods
THE INTERVENTION: METROHEALTH CARE PLUS

» WAIVER CONDITIONS: In February 2013
CMS approved an Ohio Medicaid application
for a waiver, which allowed the MetroHealth
System to proceed with a coverage expansion
program based in a safety-netinstitution.* Called
MetroHealth Care Plus, the program provided
coverage to uninsured adults ages 18-64 who
had family incomes at or below 133 percent of
poverty, met US citizenship or legal immigrant
requirements, resided in Cuyahoga County,
and were not otherwise eligible for Medicaid
benefits.

MetroHealth Care Plus patients received ben-
efits through a defined provider network that
consisted of the county-owned MetroHealth Sys-
tem and community provider partners, includ-
ing two federally qualified health centers and
the region’s community mental health centers.
The waiver supported enrollment of up to
30,000 county residents under an allowed
budget-neutral expenditure cap per member

HEALTH AFFA(RE JULY 2?{15 34:7

month approved by CMS.

» COVERAGE BENEFITS: The waiver allowed
MetroHealth Care Plus to offer benefits for many
services that were previously unavailable under

the long-standing i based rating method
used to determine health benefits and costs for
d county resid Under the waiver

program, 1o copayments were required for any
service. These previously unavailable services in-
cluded routine dental care, durable medical
equipment, emergency and nonemergency med-
ical transportation, short-term nursing facility
services, home health services, selected addi-
tional substance abuse services, and services at
the federally qualified health centers that were
partners in the waiver program.

» ACTUARIAL ANALYSES FOR RATE SETTINGS
To prepare the waiver application, the Metro-
Health System and Ohio Medicaid employed
an independent actuarial firm to analyze utiliza-
tion and cost data for the MetroHealth System’s
relevant uninsured population that were aug-
mented by data from Medicaid. Per member
month rates were estimated that accounted for
utilization and unit costs for each service, includ-
ing benefits for the new services described above
and required out-of-network reimbursements;
adjustments for services that may have been in-
curred but not reported; and projected trends
with and without the waiver.

The actuarial methods were submitted by the
state and accepted by CMS, and the associated
per member month rates were modified toreflect
an allowable federal budget-neutral cap on ex-
penditures.* Using these methods, the expendi-
ture cap was set at an average of $582.41 per
enrollee per month. If, at the end of the demon-
stration period, the cumulative expenditure cap
had been exceeded, excess federal funds would
have been required to be returned to CMS.*

» RECRUITMENT AND ENROLLMENT: Market-
ing of the waiver program was undertaken
through a variety of publicity and community
outreach activities to inform relevant agencies
and potentially eligible patient populations. In
addition to publicity in the media toreach county
residents, marketing materials were distributed
0 community groups and public organizations,
and program representatives attended meetings
to answer questions.

Two general methods of enroliment were em-
ployed, as called for in the terms and conditions
that the State of Ohio imposed on MetroHealth
Care Plus. The first methed, applications by in-
dividuals at their own initiative, was facilitated
by community agencies and the patients’ health
care providers. Uninsured patients who were
hospitalized during the enroll period and
determined to be eligible for MetroHealth Care
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Plus were invited to enroll. The second approach
enabled MetroHealth Care Plus to automatically
enroll patients who were determined to be eligi-
ble effective February 5, 2013, based on their
current enrollment in the MetroHealth System’s
income-based rating program to determine
health benefits for the poor.

New enrollees were given educational materi-
als that covered a variety of topics, The materials
informed enrollees how to maximize the use of
their new medical and pharmaceutical benefit
coverage, how to rely on primary care providers,
how to present their new identification cards
when seeking care, and how to adhere to pro-
viders’ care instructions.

» SITES AND CARE DELIVERY: MetroHealth
Care Plus enrollees accessed care coordination
services through primary care-based patient-
centered medical home sites within the Metro-
Health System (which had twelve sites) or one of
the two federally qualified health centers (which
together had six sites). As noted above, all but
two of the eighteen sites had received recogni-
tion as level 3 patient-centered medical homes
from the National Committee for Quality Assur-
ance before the waiver program commenced
and used EHRs from the same vendor (EpicCare,
in Verona, Wisconsin), which enables vendor-
specific health information exchange (described
elsewhere).’

Enrolled patients who had established rela-
tionships with primary care providers main-
tained them. Other patients were encouraged
at enrollment to select a patient-centered medi-
cal home and primary care provider in the net-
work. Because the demonstration provided
support for nurse care coordinators, these care-
givers were able to use the EHR system to contact
patients, monitor them, and provide problem-
centered care plans.

Twice yearly all care sites measured and pub-
licly reported their adult patients’ achievement
on diabetes and hypertension standards as part
of Better Health, one of sixteen collaboratives
nationwide supported by the Robert Wood
Johnson Foundation's Aligning Forces for Qual-
ity initiative.®

The MetroHealth System’s 732-bed county-
owned hospital, the region’s principal safety-
net provider, served as the preferred site for
inpatient care and referral outpatient care for
all MetroHealth Care Plus enrollees. Other area
hospitals entered into out-of-network payment
arrangements with MetroHealth Care Plus, in-
cluding necessary ED services. The program’s
third-party administrator provided claims re-
ports, daily enrollment file exchange with
MetroHealth Care Plus, and communications
with MetroHealth Care Plus’s medical director
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(Alice Petrulis, one of the authors).

STUDY GOALS AND PATIENT ELIGIBILITY In our
primary analyses, we examined changes in care
and intermediate outcome measures among a
subset of MetroHealth Care Plus enrollees with
diabetes, hypertension, or both in 2013 who
were uninsured and who were established
patient-centered medical home patients who re-
ceived care within the MetroHealth System dur-
ing 2012. We used prespecified eligibility and
quality criteria established by Better Health.

Patients with diabetes were eligible for inclu-
sion in our study population if they were ages 18-
63 in 2012 and made at least two visits to the
same practice in both 2012 and 2013. Patients
with hypertension (defined by International Clas-
sification of Diseases, Ninth Revision [ICD9],
codes 401-405.9 on the EHR problem list) were
eligible for inclusion in our study if they were
ages 18-63in 2012 and made at least two visits to
the same practice over the two-year period, in-
cluding at least one visit in each measurement
year.” We compared 2012 to 2013 changes for
MetroHealth Care Plus enrollees who met the
diabetes and hypertension criteria to changes
among continuously uninsured patients who
met the same eligibility criteria but were not
enrolled in the MetroHealth Care Plus program.

In secondary analyses, to detect potential de-
clines in performance on quality measures that
were not publicly reported by Better Health,
we tested for analogous differences-in-changes
(differences-in-differences} in the provision of
vaceinations, cancer screening, and depression
screening or monitoring. We also report 2013
total costs of care (a summary of all paid claims
for services rendered during the program) com-
pared to the CMS-approved budget-neutral cap.

ENDPOINTS, MEASURES, AND DATA SOURCES
The primary study endpoints were quality of care
and intermediate clinical outcomes for patients
with documented diabetes, hypertension, or
both, as required for Better Health public report-
ing.” All data were obtained from the EHR. As
described elsewhere,” composite standards for
diabetes care and clinical outcomes have been
reported twice yearly since 2008,

The four measures in the diabetes care com-
posite standard are checking the patient’s hemo-
globin Alc, monitoring or managing renal dys-
function using a urine microalbumin screen or
prescribing an angiotensin-converting enzyme
(ACE) inhibitor or angiotensin receptor blocker
(ARB), performing a dilated eye examination,
and administering a pneumococcal vaccination,
Except for the vaccination, measured as “ever
received,” all measures pertain to the relevant
twelve-month interval, which for this study
was either 2012 or 2013,

015 3417
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The diabetes care composite standard is re-
ported as an “all or nothing” patient-level stan-
dard. In other words, each patient-centered med-
ical home site receives credit for the percentage
of its patients who met the criteria for all four
of the measures in the relevant twelve-month
period.”

The diab posi dard is
based on the following five measures: good
Hb Alc control (<8 percent), good blood pres-
sure control (<140/90 mmHg),™" good control
of low-density lipoprotein (LDL) cholesterol
(<100 mg/dl or the prescription of a statin),
good weight control (body mass index <30),
and king status. § ful achi
of the patient-level outcome composite standard
requires that at least four of the five standards
are met,”®

For patients with hypertension, our alt-or-
nothing composite care standard consisted of
checking blood pressure at every visit and annu-
ally measuring serum creatinine and LDL choles-
terol.** As above, good blood pressure control
was defined as less than 140/90 mmHg.*

To detect potential declines in performance on
quality measures that were not publicly reported,
possibly as a result of paying less attention to the
nonreported standards than to the reported
ones, we examined as secondary clinical end-
points the timely receipt of selected preventive
services not included in Better Health’s publicly
reported care standards. These preventive ser-
vices included providing a tetanus booster for
patients ages 18-64 if they had not received
one in the previous ten years, mammography
for women ages 50-64 if they had not received
a mammogram during the previous two years, a
Pap test for women ages 21-64 if they had not
received one within the previous three years, and
colon cancer screening for people ages 50-64 if
they had not completed a fecal occult blood test
inthe previous year or had sigmoidescopy within
the previous five years or a colonoscopy within
the previous ten years.

1,000 enrollees per year for selected service cat-
egories and total costs of care for all patients
across all sites for the period February 5-Decem-
ber 31, 2013.

Costs were summarized per member month
across all enrollees and compared to the CMS-
approved budget-neutral cap. We used the dura-
tion of each person’s enrollment to calculate
the number of member months at the patient
level. Total per member month costs were calcu-
lated by dividing the sum of all member months
by the total cost associated with adjudicated
claims from the beginning of the waiver program
through mid-2014.

STATISTICAL ANALysis Qur difference-in-
changes estimates™ compared 2012-t0-2013
changes for patients enrolled in MetroHealth
Care Plus who met the diabetes and hypertension
criteria to changes over the same period for those
who were conti 1 i ed. We ac: d
forrandom patient effects via linear mixed-effect
models, which we fit using R, version 3.1.2. As
an ple, for the diab pos-
ite standard, the change from 2012 to 2013
in MetroHealth Care Plus was 4.7 percentage
points, while the same change in the continu-
ously uninsured was -3.7 percentage points,
making the diffe -in-ch 8.4p g

Tead

points. We used h <
sandwich estimates of the variance-covariance
matrix to formulate confidence intervals,”"

The MetroHealth System’s Human Privacy
Board approved this investigation’s data collec-
tion and submission protocols.

LIMITATIONS Several limitations of this inves-
tigation should be noted. The 3,437 eligible
MetroHealth Care Plus enrollees in this study
accounted for over 44 percent of all MetroHealth
Care Plus enrollees with diabetes, hypertension,
or both, but for only 12.1 percent of the total
MetroHealth Care Plus enrollment of 28,295 pa-
tients (online Appendix Exhibits Band C)."* Both
MetroHealth Care Plus enrollees and the com-
parison group were adults with documented hy-

Inaddition, in 2012 MetroHealth blished a
protocol for another preventive service: yearly
screening for depression and monitoring via
the Patient Health Questionnaire (PHQ)" for
those with a depression diagnosis (ICD-9 codes
296.2-296.39, 300.4, or 311 on the EHR prob-
lem list).

Total costs of care of MetroHealth Care Plus
enrollees were compared to the budget-neutral
expenditure cap, since there were no cost data
available among the continuously uninsured
comparison group for their care at unaffiliated
health care organizations. We used claims paid
through MetroHealth Care Plus’s third-party ad-
ministrator to determine utilization rates per
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per t or both in both 2012 and
2013 and had sufficient continuity of primary
care within the MetroHealth System to be eligi-
ble for Better Health’s public reporting,”™ These
patients had highly prevalent and important
chronic conditions, which enabled us to identify
similar patients who were continuously un-
insured. Hi , our diffe -in-chang
should not be generalized to other MetroHealth
Care Plus enrollees or patients who lack conti-
nuity of care.

Most patients in both study groups had estab-
lished relationships with their primary pro-
viders. Our requirement for continuous primary
care meant that patients in the study were more
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likely to have better outcomes than those with
fragmented care or poor access to care.”™ A
recent investigation of the Oregon experiment
documented poorer patient-reported outcomes
among those who reported confusion about cov-
erage or perceived barriers to access, and better
outcomes among those who reported multiple
health care interactions, continuity of care,
and easier patient-provider interaction.®

In our preliminary examination of trends in
use (Appendix Exhibit L},™ we found that hospi-
talization rates per 1,000 enrollees per year were
highest in the earliest months of the waiver. In
contrast, utilization rates of other service cate-
gories reported here (the ED and outpatient and
dental services) peaked during the second or
third month. We believe that patterns of higher
use of the ED and hospital in early months likely
reflected voluntary enrollment of eligible pa-
tients at the time of their hospitalizations, pre-
vious unmet need, and lack of familiarity with
the primary care~centered focus of MetroHealth
Care Plus. The latter factor may have been espe-
cially relevant among people who were automat-
ically enrolled based on their then-current en-
rollment in the MetroHealth System’s income-
based rating system for health benefits.

The declines in use of all reported service cat-
egories after March or April are encouraging.
However, the fact that people were enrolled in
MetroHealth Care Plus for only a short time
(eleven months maximum, nine months medi-
an) limits the inferences that can be drawn from
our results and their generalizability to similar
programs elsewhere,

The favorable results of our cost-related anal-
yses likewise are limited by the absence of anal-
ogous costs for the continuously uninsured. In
addition, the magnitude of the CMS-approved
expenditure cap in MetroHealth Care Plus was
mostly areflection of regional service experience
amongthe ed and Ohio Medicaid patient
populations. This limited our ability to make
broad inferences about what savings are likely
to accrue in Medicaid expansions for other pop-
ulations.

Nonetheless, these data describe total costs of
care across a large countywide waiver popula-
tion, and those costs were 28.7 percent lower
and more than $41 million less than allowable
under the contract with CMS.

Study Results

ENROLLMENT AND BASELINE CHARACTERISTICS
Between February 5 and December 31, 2013,
28,295 uninsured adults enrolled in Metro-
Health Care Plus. Over 75 percent (21,484) of
these patients enrolled during the first four

132

months of the program, and the median dura-
tion of enrol was nine hs, as noted
above (Appendix Exhibit A shows the trajectory
of enroliment).”® Of the total, 9,205 (33 percent)
were automatically enrolled based on their then-
current enrollment in the MetroHealth System’s
income-based rating program, while 19,090
(67 percent) enrolled on their own initiative.

Altogether, there were 3,437 MetroHealth
Care Plus patients who met diabetes, hyperten-
sion, or both criteria for inclusion in the study
population (12.1 percent of the entire Metro-
Health Care Plus enroliment population) and
1,150 conti 1 i d pati who re-
ceived care within the MetroHealth System and
who met Better Health's criteria for public re-
porting for diabetes, hypertension, or both dur-
ing both 2012 and 2013 (Exhibit 1),

Patients in the MetroHealth Care Plus diabetes
and hyper subset repr d 44.4 per-
cent of all MetroHealth Care Plus patients with
one orboth of these conditions at the end 0 2013
and were demographically similar to those who
enrolled but did not meet Better Health’s criteria
for public reporting of diabetes, hypertension,
or both (Appendix Exhibits B and C)."*

Atbaseli pared to the conti

ly un-

Uninsured
{N=1150)

522
635%

40.9%
459
132
557%
$378
80.0%

263%

58.8
380
706

91.6%
757
678
750

Difference’

-1.4"
~35"
o

—63
110
—48
347
~$1.9
~0.1

36"

-30
-0.7
~5.8%

EXHITY L
Baseline Characteristics OF Patients In The MetroHealth Care Plus (MHCP) And
Continuously Uninsured Study Groups
MHCP
Characteristic (N=3,437)
{asa )
Mean age (years) 508
Female 58.9%
Race
White 346%
African American 569
Other 84
Cleveland resident 58.1%
Estimated median Income {$1,000s) 3360
Estimated high school graduates 789%
ELINICAL CHARACTERISTICS {ALL PATIENTR)
EHR-documented depression diagnosis 2699
Good blood pressure control
(<140/30 mmHg) 558
Body mass index <30 373
Not smoking 648
jo oNty)
Tetanus shot 91.7%
Mammography® 791
Coton cancer screening® 7.2
Pap test® 760
Body mass index check 997

937

source Authors’ analysis of data from Better Health Partnership and the MetroHealth System.
wovs Preventive services are described in more detail in the text, EHR is electronic health record.
*Years, dollars, or percentage points, *Not all patients were eligible for this measure. *p < 0.05
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insured, MetroHealth Care Plus patients in the
study group hada ber of features

with lower achievement on quality standards,
especially those requiring better adherence to
medical recommendations or larger out-of-
pocket expenses for health care services. In par-
ticular, MetroHealth Care Plus enrollees were
more likely to be nonwhite (65.4 percent versus
59.1 percent), to live in the city of Cleveland
(59.1 percent versus 55.7 pcrcent) and in poorer
neighborhoods  {
$36,000 versus $37,900), to have an EHR-
documented depression diagnosis (29.9 percent
versus 26.3 percent), and to be a current smoker
(35.2 percent versus 29.4 percent), In 2012 the
two groups had similar rates of receipt of the
preventive services in our study that were not
publicly reported by Better Health.

Appendix Exhibits D and E compare the clini-
cal characteristics of the study groups by medical
condition.” Of patients with diabetes, those in
MetroHeaith Care Flus were significantly less
likely than these in the continuously uninsured
group to achieve our composite diabetes out-
come standard in 2012 (32.9 percent versus
40.1 percent). MetroHealth Care Plus enrollees
were less likely than members of the continu-
ously uninsured group to ach:eve eight of the

sures, care measures, or diabetes care composite
standard.”®

Among patients with hypertension, rates of
good blood pressure control were similar in
the two groups. Rates of individual quality care
measures were all over 90 percent, and they were
virtually identical in the two groups.’®

CHANGES IN MEASURES FOR DIABETES AND MY~
peaTENSiON MetroHealth Care Plus patients
with diabetes improved over 13 percentage
points (95% confidence interval: 4.3, 22.1)
more on the composite standard for diabetes
care than did s of the conti ly un-
insured group (Exhibit 2). The difference be-
tween the two groups in the change in the
proportion of patients receiving dilated eye ex-
aminations was the largest contributor to the
significant difference between them in the all-
or-nothing composite standard.

Rates of pneumococcal vaccinations also im-
proved significantly among MetroHealth Care
Plus enrollees who met the diabetes criteria,
but not significantly more than among the con-
tinuously uninsured (Exhibit 2). Both groups
had high baseline rates of h lobin Alc test-
ing and testing for or treatment of kidney dys-
function (microalbumin screen or prescription
of an ACE inhibitor or an ARB), and there were

nine individ ds. H y
there were no significant differences between
the groups on the individual outcome mea-

Diabetes Care For Patients In The MetroHealth Care Plus (MHCP) And Continuously
Uninsured Study Groups, 2012-13

Change over Difference-
Measure 2012 2013 time* In-changes®
Diabetes care composite
MHCP 50.9% 58.7% 8a~ 32
Uninsured 532 488 ~44
Hemoglobin Alc checked
MHCP 891 997 06 03
Uninsured 997 1000 03
Microalbumin screen or prescription of ACE inhibitor or ARB
MHCP 7.4 J 00
Uninsured 983 993 10
Dilated eye exarnination
MHCP 556 631 76 133+
Uninsured 579 522 -57
Pneumococcal vaccination
MHCP 912 942 30" 17
Uninsured N3 926 14

sourck Authors’ analysis of data from Better Health Partnership and the MetroHealth System.
novas There were 963 patients in the MHCP group and 297 in the uninsured group. Difference-
in-changes are the differences between the twa groups’ changes over time, The diabetes composite
measure consists of the four other measures, described in more detal in the text. Compliance thh

the composite measure is defined as compliance with all four of the measures. ACE is
converting enzyme. ARB is angiotensin receptor blocker. *Percentage points,
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no signifi diffe hanges between
the groups (details are provided in Appendix
Exhibits F~H)."

MetroHealth Care Plus patients with diabetes
improved more on the composite diabetes out-
come standard (difference-in-changes: 8.4 per-
centage points; 95% CI: 1.9, 14.9) than did
the continuously uninsured comparison group
(Exhibit 3). Significantly more MetroHealth
Care Plus patients met the good blood pressure
target than did patients who were continuously

d {differe in-ch 7.9 percent-
age points; 95% CI: 0. 1 15 7). There were no
ignifi diffe between the

two groups in the other standards.

MetroHealth Care Plus patients with hyperten-
sion showed significant improvement in rates of
good blood pressure control during the waiver
year. However, parallel improvements among
the continuously uninsured made the differ-
ence-in-changes not significant (2.8 percentage
points; 95% CI: -1.6, 7.1 Exhibit 4). In secondary
analyses, we found that MetroHealth Care Plus
patients with hypertension were more likely to
have been prescribed at least one antihyperten-
sive medication {(difference-in-ck 1.9 per-
centage points; 95% CI: 0.2, 3.5).

Both groups had a high rate of achievement of
care standards for hypertensxon at baseline.

pared to conti d patients,

p < 0.05
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MetroHealth Care Plus patients showed more



improvement in having checks of serum creati-
nine to test kidney function (difference-in-
changes: 0.8 percentage point; 95% CI: 0.2,
1.3). There were no significant differences be-
tween the groups on the other measures (Appen-
dix Exhibits H and I).*®

CHANGES IN SECONDARY CLINICAL MEASURES
We found no significant differences-in-changes
between the two groups in rates of appropnate

jons for and for
breast, colorectal, and cervical cancer {Appendix
Exhibits J and K)."* By contrast, MetroHealth
Care Plus enrollees showed higher rates of
screening or meonitoring for depression using
the PHQ, compared to the uninsured group
{difference-in-changes: 4.9 percentage points;
95%0 CI: 1.6, 8.2). However, both groups showed
large increases from 2012 to 2013.

USE AND TOTAL COSTS OF CARE Appendix Ex-
hibit L summarizes trends in use of selected cat-
egories of service in rates per 1,000 enrollees per
year.'s Hospitalization rates declined from 62.8
per 1,000 enrollees per year in February to 44.4
in December. Use of other services (including
outpatient and dental services and ED use) in-
creased during the first few months before level-
ing off or declining thereafter.

Total costs of care for MetroHealth Care Plus
enrollees were compared to the CMS-approved
budget-neutral cap on a per member-month ba-
sis. There were 250,514 eligible membermonths
among the 28,295 MetroHealth Care Plus enroil-
ees during the waiver program. As of June 2014~
when sufficient time had elapsed for submission
and adjudication of claims for 2013 services—
total per member-month costs for MetroHealth
Care Plus patients averaged $415.05, or $167.36
(28.7 percent) lower than the $582.41 budget-
neutral cap,

The CMS-allowed expenditure cap for all eligi-

134

QOutcomes For Patlents With Diabetes In The MetroHealth Care Plus (MHCP) And
Continuously Uninsured Study Groups, 2012-13

Change over Ditference-

Outcome 2012 2083 time® {n-changes*

Diabetes outcomes composite measure
< MHCP 329% 37.6% 47 84
Uninsured 401 364

Hemoglobin Alc <8%
MHCP 61.2 61.2 jild] 24
Uninsured 830 606 -24

Good blood pressure control (<MO/90 mmHg)
MHCP 584 497 P
Uninsured 647 61 6 ~3.0

LDL <100 mg/dt or statin prescription

MHCP 855 887 32 ~0.8

Uninsured 849 885 40

Body mass index <30
MHCP 296 306 10 14
Uninsured 340 337 ~03

Documented as not smoking
MHCP 693 710 18 08
Uninsured 744 754 10

sauncx Authors’ analysis of data from Better Health Partnership and the MetroHealth System.
worss There were 953 patients in the MHCP group and 297 in the uninsured group. Difference-
in-changes are the differences between the two groups’ changes over time. The disbetes outcomes
composite measure consists of the five outcomes below it Achieving the composite outcome is
defined as achieving at least four of the five included outcomes. LDL is tow-density lipoprotein
cholesterst. *Percentage points, *p < 0.05

posed expenditure cap. All of the care sites in
the MetroHealth Care Plus program participated
in Better Health, an EHR-catalyzed regional
health improvement collaborative that publicly
reported performance. This helped accelerate
the development of relevant infrastructure for
quality improvement and provided the patient-
level data needed to examine changes in quality
across both newly covered and continuously un-

ble enrollees was $145 million. Actual expendi
tures for services provided were $104 million, or
approximately $41 million lower than what CMS
had allowed.*

Discussion

The Oregon experiment® has generated consid-
erable debate about Medicaid expansion among
policy makers and in the popular press.” Both
it and the MetroHealth Care Plus waiver were
intended to provide estimates of the impact of
expanding health coverage on measures of phys-
ical health. However, the designs and results of

By contrast the Oregon experiment almost
y fi d on coverage expansion, with
little am:nuon paid to care delivery models, pro-
viders’ interest in patient enrollment, or the pro-
viders’ experience with improving care quality.?
MetroHealth Care Plus enrollment was driven by
safety-net organizations eager to reduce barriers
to the delivery of high-quality care and was brisk,
which resulted in a rapid reduction in the re-
gion’s uninsured population.” In contrast, par-
ticipation in the Oregon experiment was limited,

and people were slow to enroll,”
Despite havmg adverse baseline characterls-

.

the two interventions differed sut ially.
The MetroHealth Care Plus intervention fo-
cused on contemporary delivery system inno-
vations among safety-net organizations that
accepted closed-panel care and a federally im-

D from contenth

tics pared to the conti

and only nine months’ average enroliment,
MetroHealth Care Plus enrollees had significant-
Iy better improvements in diabetes care and out-
comes than the improvements in the continy-

Y 2015 34:7 HEALTH AFFAIRS naz
org by Health Affairs on September 23,2018

by guest



135

MEDICAID PRIMARY CARE

———

Care For Patients With High Blood Pressure In The MetroHealth Care Plus {MHCP) And
Continuously Uninsured Study Groups, 2012-13

Change over Difference-
Measure 2012 2013 time® in-changes"
Good blaod pressure {<140/90- mmbg)
MHCP 545% 58.4% 39 28,
Uninsured 576 587 11
High blood pressure care composite measure
MHCP 1 18 06
Uninsured 946 959 12
Blood pressure check
MHCP 100 100 00 . 00
Uninsured 100 100 co
Serum creatinine check
MHCP 991 393 08~ 08~
Uninsured 935 995 0.0
LDL chotesterol check
MHCP 944 96.0 16 04
Uninsured 948 96.1 1.2
Prescription of antihypertensive medication®
MHCP 05 1.9%
Uninsured 942 929 -13

soumes Authors analysis of data from Better Health Partnership and the MetroHealth System.
wores There were 3,185 patients in the MHCP group and 1,063 patients In the uninsured group.
Difference-in-changes are the differences between the two groups’ changes over time. The high
blood pressure care composite measure consists of checks of blood pressure, serum creatinine,
and LDL cholesterol. Compliance with the composite measure is defined as compliance with all

three . LDL is low-di

y lipop h . *Percentage points. *Antihypertensive

medications include anglotensin-converting enzyme inhibitors, angiotensin receptor blockers,
diuretics, cafcium channel blockers, beta-blockers, alpha-1 blockers, centrally scting alpha-2
agonists, and vasodilators. **p < 0.0%

1128

HEALTH AFFAIR;

ously uninsured group. Changes in care were
domi d by impro in dilated eye ex-
aminations, with lesser improvements in care
standards that showed high levels of achieve-
ment (over 90 percent) at baseline for both study
groups (Exhibit 2). This ceiling effect reduced
our statistical power to observe meaningful dif-
ferences-in-changes.

‘We speculate that MetroHealth Care Plus’s cov-
erage and its policy of having no copays may have
convinced some patients to have arecommended
dilated eye examination who might not have had
one if they had remained uninsured. Further-
more, Better Health’s public reports and educa-
tional sessions focused attention on the impor-
tance and use of EHR-based tools to identify the
need for and facilitate the completion of the ex-
aminations, making them a logical target for
improvement.

Compared to people in the continuously unin-
sured group, MetroHealth Care Plus enrollees
improved more on the diabetes outcome com-
posite measure, as a result of greater improve-
ment in rates of good blood pressure control.
Similar to results from the Oregon experiment,
our study found virtually no differences-in-

JULY 2015 3417
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changes between the study groups for other im-
portant measures, including glycemic and lipid
control and rates of obesity and tobacco use, We
speculate that these negative findings are a func-
tion of both the short duration of the waiver
program and the difficulty in controlling out-
comes that are adversely influenced by social
and behavi i ially those
related to poverty.

Among MetroHealth Care Plus patients with
hypertension, changes in the rate of good blood
pressure control were favorable but not signifi-
cantly better than changes among the compari-
son group (Exhibit 4). Absolute rates of good
blood pressure control were comparable to na-
tional averages for enrollees in Medicaid man-
aged care plans, as reported by National Com-
mittee for Quality Assurance,” and were better
than the national average in 2013 (Appendix
Exhibit M).*®

These favorable results were associated with a
significantly higher rate of receiving prescrip-
tions for antihypertensive medications among
MetroHealth Care Plus patients as well as higher
rates of routine ing for renal dysfi
tion, compared to p in the conti
uninsured group. Ceiling effects again reduced
our power, since more than 90 percent of the
members of both groups had obtained baseline
blood pressure and LDL cholesterol measure-
ments (Appendix Exhibits E and 1).”

Qur dary analyses d rated signifi-
cantly larger improvements in screening for or
monitoring of depression among MetroHealth
Care Plus enroliees who met the diabetes and
hypertension criteria than among the continu-
ously uninsured (Appendix Exhibit K)." The
larger increase in testing for depression among
MetroHealth Care Plus patients might have been
related to increased acceptance of addressing
mental health issues after gaining coverage,
not unlike the increase in depression diagnosis
among new Medicaid beneficiaries in Oregon.’

By contrast, we found no significant differenc-
es-in-changes between the two study groups in
rates of other screening tests and tetanus vacci-
nation. $ince we examined changes in these ser-
vices to determine whether selective inattention
to appropriate preventive care might have de-
clined among MetroHealth Care Plus enrollees
because these standards were not publicly re-
ported, these results are encouraging. Further-
more, higherrates of both groups at baseline met
sereening targets than rates reported for insured
pepulations by the National Committee for Qual-
ity Assurance.”® Both groups’ rates of tetanus
vaceination at baseline were much higher than
nationwide results reported by the Centers for
Disease Control and Prevention.”

'
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Conclusion
We believe that the safety-net systems in this
waiver program benefited from several aspects
of their infrastructure (for example, patient-
centered medical homes and sophisticated EHR
use) and features of the program (for example,
closed-panel care and health information ex-
change). MetroHealth Care Plus’s acceptance
of fi ial risk if the expenditure cap was ex-
ceeded also may have motivated providers to
avoid unnecessary costs. Participation in a re-
gional health improvement collaborative further
prepared these safety-net systems for clinical
practice transformation, accountable care, and
payment reform.

These attributes of a “prepared safety net” are
increasingly prevalent nationwide and deserve
greater attention by state Medicaid agencies

136

and policy makers at the federal, state, and local
levels. Furthermore, despite multiple financial
threats, 1 safety-net or ions with
these traits have been described by others.™

The one-sided financial risk in MetroHealth
Care Plus contrasts with paralle]l positive finan-
cial incentives for better care and shared savings
being tested elsewhere.”**** Regional health im-
provement collaboratives such as Better Health
provide well-tested models in regions covering
almost 40 percent of the US population.® The
advent of these new models provides cause for
optimism that the favorable results described
here may underestimate the results that are pos-
sible, especially in settings with a prepared safety
net and financial forces that are better aligned
for better care, better health outcomes, and low-
er per capita costs. ¥ &
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Errata

WOODRUFF £T AL, 2015-08089, P, 1272
The position title for Donna Shalala
should be “president of the Clinton
Foundation,” not “president and CEO
of the Clinton Foundation.” The article
has been corrected online,

CEBUL ET AL., 20143280, ». 1123 The
“factoid” on page 1123 contained an er-
ror. The phrase “continuously insured”
should be “continuously uninsured.”
The article has been corrected online.

FAIRCHILD T AL, 20141236, P, 849
In the paragraph beginning “As we have
neted,” the sentence beginning “All of
the decrease,” the city’s smoking rates
ticked back up in 2010, not in 2014. The
article has been corrected online.

BORGH! ET AL., 2014-0808, P. 413 The
acknowledgment section of this article
has been revised to include acknowledg-
ment text for one of the authors. This
added text reads as follows: “Josephine
Borghi is a member of the Consortium
for Resilient and Responsive Health Sys-

SEPTEMBER 2015 34:9 HEALTH AFFAIRS

tems (RESYST), funded by UK aid from
the UK Department for International
Development (DFID), and the online
publication of this article was funded
by RESYST/DFID. However, the views
expressed and information contained
in it are not necessarily those of or en-
dorsed by the government of Norway or
DFID, which can accept no responsibili-
ty for such views or information or for
any reliance placed on them.” The article
has been corrected online.
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Ms. Victoria Wachino

Director

Center for Medicaid and CHIP Services
Centers for Medicare and Medicaid Services
7500 Security Boulevard

Baltimore, MD 21244

Dear Ms. Wachino:

Thank you for appearing before the Subcommittee on Health on July 8, 2015, to testify at the
hearing entitled “Medicaid at 50: Strengthening and Sustaining the Program.”

Pursuant to the Rules of the Committee on Energy and Commerce, the hearing record remains
open for ten business days to permit Members to submit additional questions for the record, which are
attached. The format of your responses to these questions should be as follows: (1) the name of the
Member whose question you are addressing, (2) the complete text of the question you are addressing in
bold, and (3) your answer to that question in plain text.

To facilitate the printing of the hearing record, please respond to these questions with a
transmittal letter by the close of business on August 11, 2015, Your responses should be mailed to
Graham Pittman, Legislative Clerk, Committee on Energy and Commerce, 2125 Raybum House Office
Building, Washington, D.C. 20515 and e-mailed in Word format to graham.pittman@mail.house.gov.

Thank you again for your time and effort preparing and delivering testimony before the
Subcommittee.

Sincerely,

(I’;?ﬁ? s

< Chairman
Subcommittee on Health

ce: The Honorable Gene Green, Ranking Member, Subcommittee on Health

Attachment

Ms. Wachino’s response to submitted questions for the record has
been retained in committee files and also is available at htip://
docs.house.gov | meetings [IF | IF14 /20150708 /103717 /| HHRG-114-
IF14-Wstate-WachinoV-20150708-SD002.pdYf.


http://docs.house.gov/meetings/IF/IF14/20150708/103717/HHRG-114-IF14-Wstate-WachinoV-20150708-SD002.pdf
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Congress of the United States

BHousge of Repregentatives
COMMITTEE ON ENERGY AND COMMERCE

an Mouse Orrce Bunons
sran, DC 205156115

July 28,2015

Ms. Carolyn Yocom

Director

Health Care

U.8. Government Accountability Office
441 G Street, NW.

Washington, D.C. 20548

Dear Ms. Yocom:

Thank you for appearing before the Subcommittee on Health on July 8, 2015, fo testify at the
hearing entitled “Medicaid at 50: Strengthening and Sustaining the Program.”

Pursuant to the Rules of the Committee on Energy and Commerce, the hearing record remains
open for ten business days to permit Members to submit additional questions for the record, which are
attached. The format of your responses to these questions should be as fotlows: (1) the name of the
Member whose question you are addressing, (2) the complete text of the question you are addressing in
bold, and (3) your answer to that question in plain text.

To facilitate the printing of the hearing record, please respond to these questions with a
sransmittal letter by the close of business on August 11,2015, Your responses should be mailed to
Graham Pittman, Legislative Clerk, Committce on Energy and Commerce, 2125 Rayburn House Office
Building, Washington, D.C. 20515 and e-mailed in Word format to graham.pittman@mail.house.gov.

Thank you again for your time and effort preparing and delivering testimony before the

Subcommittee.
Sincerely, ? %

ubcommittee on Health

ce: The Honorable Gene Green, Ranking Member, Subcommittee on Health

Attachment
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GA@ U.S. GOVERNMENT ACCOUNTABILITY OFFICE

441 G St.N.W.
Washington, DC 20548

August 11, 2015

The Honorable Joseph R. Pitts
Chairman

Subcommittee on Health

Committee on Energy and Commerce
House of Representatives

Subject: Responses to Questions for the Record; Hearing Entitled Medicaid at 50:
Strengthening and Sustaining the Program

Dear Chairman Pitts:

This letter responds to your July 28, 2015, request that we address questions for the record
related to the Subcommittee’s July 8th hearing on Medicaid. Our responses to the questions,
which are in the enclosure, are based on our previous work and knowledge on the subjects
raised by the questions.

If you have any questions about our responses to your questions or need additional information,
please contact us at (202) 512-7114, iritanik@gao.gov, or yocomc@gao.gov.

Sincerely yours,

oIl g LY

Katherine M. Iritani Carolyn L. Yocom
Director, Health Care Director, Health Care

Enclosure
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The Honorable Representative Pitts

Medicaid was created to provide assistance to individuals whose income and resources
are insufficient to meet the costs of necessary medical services, However, GAO has
identified a number of loopholes in Medicaid financial eligibility policies that allow
individuals to artificially impoverish themselves in order to qualify for Medicaid coverage
of long-term care. HR 1771 is intended to address one of the loopholes GAO identified
that involves the use of annuities. Can you describe the loophole GAQ identified and
how much money individuals are sheltering as a result of this loophole? Also, do you
think that this bill would help address the probiem GAOQ identified?

Our most recent review of Medicaid long-term care eligibility identified four main methods used
by applicants to reduce their countable assets—income or resources—and qualify for Medicaid
coverage.' In particular, married applicants may reduce their countable assets by purchasing an
irrevocable and nonassignable annuity that pays potentially large amounts of income for the
community spouse over a short period of time without affecting the institutionalized spouse’s
eligibility. A representative from one law office we spoke to in an undercover capacity suggested
that the creation of an annuity can be done quickly and therefore, is a tool for last minute
planning. Medicaid officials from several states said that the use of annuities for the community
spouse had increased over the past few years. Officials from three states said that the increase
may be a result of the passage of the Deficit Reduction Act of 2005, because it clarified how
annuities for the community spouse could be set up. HR 1771 would amend Title XiX of the
Social Security Act to count portions of income from annuities of a community spouse as
income available to institutionalized spouses, for purposes of Medicaid eligibility. We have not
made recommendations in this area, and thus cannot comment on the potential impact of HR
1771. However, the use of community spouse annuities is one approach that has been used by
applicants to reduce their countable assets and qualify for Medicaid. While we did not determine
by how much applicants are reducing their countable assets in this fashion, state Medicaid
officials, county eligibitity workers, and attorneys who provided information on the value of
annuities for the community spouse reported average vaiues ranging from $50,000 to $300,000.

The Honorable Representative Bilirakis

GAOQ’s April 2015 report on Medicaid demonstration programs included several
recommendations to CMS. Can you please provide us an update on the status of these

'See GAO, Medicaid: Financial Characteristics of Approved Appiicants and Methods Used to Reduce Assels to
Quaalify for Nursing Home Coverage, GAO-14-473 (Washington, D.C.: May 22, 2014).

Page 2
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recommendations, including any actions taken by CMS and whether those actions fully
address the concerns raised by your report?

In our April 2015 report, we had three recommendations regarding the Department of Health
and Human Services' (HHS) demonstration approval process.? HHS partially agreed with one
recommendation, and agreed with the two others. HHS reported to us on July 28 on certain
actions the department is taking, or plans to take, in response to our recommendations. Based
on information provided to date, we believe HHS has taken positive steps to respond to our
recommendations, but that more actions are needed to fully respond. We will continue to
examine HHS's actions and any associated documentation provided by the department. We will
soon update our website with the status of HHS's responses to these recommendations, and
will do so in the future as part of our annual recommendation follow-up process. Our three
recommendations and HHS's responses are as follows:

+ We recommended that HHS better ensure that section 1115 Medicaid demonstration
approvals further Medicaid objectives by issuing criteria for assessing whether section 1115
expenditure authorities are likely to promote Medicaid objectives. HHS partially agreed with
this recommendation, noting that all section 1115 Medicaid demonstrations are reviewed
against “general criteria” to determine whether Medicaid objectives are met. However, HHS
did not indicate plans to issue these general criteria in writing, and we maintain that more-
specific guidance is needed to improve transparency.

* We also recommended that HHS ensure that the use of these criteria is documented in its
approvals of demonstrations; HHS concurred with this recommendation. In July, HHS
informed us of steps the department had taken since the release of our report to clarify and
document in approvals the criteria used to determine whether Medicaid objectives are being
met. According to HHS, the department has identified in recent approvals which of the
general criteria each approved expenditure authority promotes. While this may add some
transparency, we still regard HHS's general criteria as not sufficiently specific to inform
stakeholders of the department's interpretation of its section 1115 authority. Moreover, these
criteria are stilf not available as written guidance.

« Finally, we recommended that HHS take steps to ensure that its approval documentation
consistently provide assurances that states will avoid duplicative spending between federal
Medicaid funds for demonstrations and other federal funds available to states for the same

23ae GAO, Medicaid Demonstrations: Approval Criteria and Documentation Need to Show How Spending Furthers
Medicaid Objectives, GAO-15-239 (Washington, D.C.: April 13, 2015).

Page 3
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or similar purposes. HHS agreed with our recommendation and told us in July that the
Centers for Medicare & Medicaid Services (CMS8) will be requiring all future 1115 Medicaid
demonstration approvals to include information to verify that there is no duplication of
federal funding, and will work with states to document how there is no duplication of federal
funding as it processes demonstration actions. We will monitor CMS's efforts in this area
and will consider this recommendation to be closed if the agency implements these planned
actions.

Page 4
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FHED UPTON, MICHIGAN FRANK FALLONE, JR., NEW JEASEY

CHAHMAN HANKING MEMBER
ONE HUNDRED FOURTEENTH CONGRESS
Congress of the United States
House of Representatives
COMMITTEE ON ENERGY AND COMMERCE

2125 Raveurn House Ormce Bunome
Wastini ,DC 20815-6115

July 28,2015

Dr. Anne L. Schwartz

Executive Dirgctor

Medicaid and CHIP Payment and Access Commission
1800 M Street, N,W., Suite 650 South

Washington, D.C. 20036

Dear Dr, Schwartz:

Thank you for appearing before the Subcommittce on Health on July 8, 2015, to testify at the
hearing entitled “Medicaid at 50: Strengthening and Sustaining the Program.”

Pursuant to the Rules of the Committee on Energy and Commerce, the hearing record remains
open for ten business days to permit Members to submit additional questions for the record, which are
attached. The format of your responses to these questions should be as follows: (1) the name of the
Member whose question you are addressing, (2) the complete text of the question you are addressing in
bold, and (3) your answer to that question in plain text.

To facilitate the printing of the hearing record, please respond to these questions with a
transmittal letter by the close of business on August 11, 2015, Your responses should be mailed te
Graham Pittman, Legislative Clerk, Commitiee on Energy and Commerce, 2125 Rayburn House Office
Building, Washington, D.C. 20515 and e-mailed in Word format to graham.pittman@mail house.gov.

Thank you again for your time and effort preparing and delivering testimony before the
Subcommitice.

Sincerely,

ubcommittee on Health
ce: The Honorable Gene Green, Ranking Member, Subcommittee on Health

Attachment
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Responses to Questions for the Record
Medicaid at 50: Strengthening and Sustaining the Program
Hearing before the Health Subcommittee of the
Energy and Commerce Committee
July 8, 2015
Anne L. Schwartz, PhD
Medicaid and CHIP Payment and Access Commission

The Honorable Representative Pitts

Q1: Recently, the nonpartisan Congressional Budget Office formalized a policy to protect
against conflicts of interests from their outside advisors (see: htips://www, cbo,
gov/about/objectivity/employee_policy). Obvicusly, MACPAC Commissioners are
appointed because of their Medicaid and CHIP expertise and their experience representing
stakeholder groups. However, given MACPAC’s role as an independent source of
information for Congress, similar protections against material or perceived financial or
advocacy conflicts of interest may also be important for your Commissioners. In addition to
the steps that GAO takes to assess potential conflicts of interest when appointing
Commissioners, does MACPAC have other policies or standards for its Commissioners
related to disclosing and preventing potential conflicts of interests?

a. If so, please describe the policies or standards, including those related to the
appropriate role of Commissioners in doing related but outside work or
advocacy regarding Medicaidr

b. If not, has MACPAC considered adopting conflict of interest standards? If this
has been considered, please describe the Commission’s plans.

Al: MACPACs statutory language requires the Comptroller General of the U. S. to establish
a system for public disclosure by members of MACPAC or financial and other potential
conflicts of interest. In addition, Commission members are required to be treated as
employees of Congtess for the purposes of applying Title I of the Ethics in Government Act
of 1978. As a result, Commissioners are tequired to disclose information on financial and
other interests to GAO as part of the appointment process and annually thereafter. This
disclosure includes information on earned income, assets and holdings, gifts and nonfederal
travel reimbursement, labilides, positions, and agreements or arrangements—tequirements
that are more expansive than those CBO requires of its advisors. Given the comprehensive
nature of GAO’s review, MACPAC has not adopted additional requirements.

Q2: MACPAC’s work has reviewed some of the literature between low reimbursement rates
and poor access for patients in Medicaid. Do you worty that, left unchecked, the easiest
thing for legislatures to do to rein in Medicaid spending would be to cut reimbursement
rates, which would have a direct negative impact on our most vulnerable patients?

A2: States have considerable flexibility under current law in the strategies they may employ
to curtail Medicaid spending. These inclade reducing provider payments, limiting benefits,
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and enrolling fewer people. None of these choices are easy and all have the potential, as you
note, to have a negative impact on our most vulnerable patients.

Recently, states have been engaged in a variety of activities to re-engineer the delivery system
with the goal of making it more efficient while maintaining or improving quality of care ot
health outcomes. Over the past year, MACPAC has been examining different approaches to
value-based purchasing including the use of episode-based payments in Arkansas,
accountable care organizations in Minnesota, and enhanced primary care case management
in Oklahoma. We also recently published findings from a review of safety-net accountable
care organizations for Medicaid enrollees. In our June 2105 report, we included a chapter on
the role of delivery system reform incentive payments (DSRIPs) under certain states' Section
1115 demonstrations.

While there is considerable interest in the potential of these innovations to bend the cost
curve, for the most part these initiatives are still too new to have yielded clear evidence of
success. Over time, we hope to get clearer answers about which approaches lead to better
outcomes while moderating spending, and we look forward to keeping you informed of our
work in this area.

QQ3: The Commission was created five years ago. What is the most recent funding level
MACPAC received, and how many staff are currently employed there?

a. To my knowledge, the Commission does not produce annual reports that list
its staff, budget, travel expenditures, overhead, research contracts, and other
spending. So, in the interest of helping the Committee better understand how
MACPAC is spending taxpayer dollars, would you please make some of that
data available to the Committee?

A3: MACPAC submits an annual budget justification to the House and Senate Committees
on Appropriations, in accordance with their requirements. We also make that information
available to the staff of MACPAC’s committees of jurisdiction, including the Committee on
Energy and Commerce.

In fiscal year 2015, MACPAC received an appropriation of $7. 65 million. We have
requested $8. 7 million for fiscal year 2016 in order to have sufficient resources for the
growing demand for technical assistance to Congressional staff and to fulfill new
Congressionally mandated requirements such as our upcoming report on disproportionate
share hospital (DSH) payments.

Major categories of spending include staff salaries and benefits (56 percent), external
contracts for research and data analysis (21 percent), general operations (17 percent),
meetings (including commissioner travel) (3 percent), and commissioner stipends (3
percent). We have a staff of 28 including analysts with experience working in state and
federal governments, private sector consulting, congressional support agencies, and
academia, A complete list of MACPAC staff with biographical information is included in our
statutorily mandated reports and is also available on our website at https:/ /www.macpac.
gov/about-macpac/commission-staff/
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MACPAC staff would be pleased to brief you or your staff on our budget and staffing, or
any aspect of MACPAC operations, in more detail at your convenience.

The Honorable Representative Bilirakis

Q1: When this Committee receives a policy recommendation from MedPAC, we routinely
receive the Commission’s best recommendation on accompanying policies to offset the
recommendation. Does MACPAC have any timeframe to adopt a similar process, providing
the Committee both with recommended policy AND a recommended offset?

Al: As the transcripts of our public meetings highlight, the Commission is extremely
mindful of the federal and state budget effects when making recommendations to Congress.
(Note: transcripts are available at https:/ /www. macpac. gov/public_meeting/).

Indeed, consistent with MACPACs statutory language, the Commission must examine the
budget consequences of proposed recommendations. Further, recommendations must be
accompanied by a report of federal and state budget implications.

I would note that, according to the Congressional Budget Office, six of the twelve
recommendations MACPAC has made have been estimated to have no federal budget
effect. Many of the other recommendations have been estimated to have an extremely
modest budget effect—the smallest non-zero category of spending used by CBO.

The Commission will continue to consider the federal and state budget effects of
recommendations they propose and consider options to mitigate budget effects, if any.

The Honorable Representative Ellmers

Q1: I'm concerned that lack of access to appropriate care often times leads to more
significant costs to beneficiaries and the program, especially those with chronic conditions
such as diabetes. Have you examined the impact of access to care on cost, care needs and
mortality?

Al Issues of access have been a focus of MACPAC’s work since we began our work, and of
coutse the word “access” itself is part of the Commission’s name. We have examined
measures of access to care for children, nonelderly adults, and populations with a disability,
with results published in its annual reports to the Congress and in presentations at our public
meetings. See, for example:

e Examining Access to Care in Medicaid and CHIP (March 2011) https://www.

macpac. gov/publication/ch-4-examining-access-to-care-in-medicaid-and-chip

s Examining Access and Quality in Managed Care (June 2011)
https:/ /www. macpac. gov/publication/section-e-access-and-quality-in-managed-

care/

e Access to Care for Children Enrolled in Medicaid and CHIP (March 2012)
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https://www. macpac. gov/publication/ch-2-access-to-care-tor-children-enrolled-in-

medicaid-or-chip/

e Access to Care for Non-Elderly Adults (March 2012)
https:/ /www. macpac. gov/publication/section-b-access-to-care-for-non-elderly-

adults/

e Access to Care for Persons with Disabilities (June 2013)
https://www. macpac. gov/publication/ch-3-access-to-care-for-persons-with-

disabilities

e Medicaid Primaty Care Physician Payment Increase (June 2013)
https:/ /www. macpac. gov/publication/ch-2-medicaid-primary-care-physician-

payment-increase/

o Effects of Medicaid Coverage of Medicare Cost Sharing on Access to Care (March
2015)
hitps:/ /www. macpac. gov/publication/effects-of-medicaid-coverage-of-medicare-
cost-sharing-on-access-to-care/

* Provider Networks and Access: Issues for Children’s Coverage (March 2015)
https:/ /www. macpac. gov/publication/provider-networks-and-access-issues-for-

childrens-coverage/

e Behavioral Health in the Medicaid Program—DPeople, Use, and Expenditures (June
2015)
https:/ /www. macpac. gov/publication/behavioral-health-in-the-medicaid-
program%E2%80%95people-use-and-expenditures

In general, controlling for factors such as income, age and health status, persons enrolled in
Medicaid do not differ substantially from those with private insurance in their use of health
services. Medicaid enrollees have better access to medical care than those without health
insurance, again controlling for many sociodemographic characteristics. Medicaid enrollees
use more emergency room visits and have longer wait times than those who are privately
insured, but fewer concerns over costs of care. After accounting for differing enrollee
characteristics, children with Medicaid or CHIP and those with employer-sponsored
insurance repott similar rates of delayed medical care.

Because Medicaid populations are on average poorer and less healthy than privately insured
populations, it is difficult to independently assess the effect of having Medicaid on health
outcomes. Moreover, lack of available data make it difficult to assess the relationship
between use of specific services and health outcomes associated with use of those services.

Looking at access to cate at the national level does not answer the question of whether
specific groups of Medicaid enrollees face bartiers to accessing specific services. MACPAC’s
work plan for its 2016 reports includes additional analysis of access to care for specific
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populations, including children, nonelderly adults, older adults, and persons with disabilities.
We are particularly interested in learning whether Medicaid beneficiaries are using
recommended services that have been shown to improve health outcomes, such as
preventive screenings, dental care, and behavioral health care. We are also interested in
learning how such use compares to privately insured persons in similar income and age
groups. The Commission is also specifically interested in barriers to treatment for persons
with behavioral health conditions and whether there are ways to organize the delivery of
care, such as programs to integrate mental health and medical care, which have been shown
to reduce expenditures and provide better outcomes.

Q2: Have you examined the published evidence of Medicaid patient access barriers to
podiatrists and the experience of state Medicaid programs that have ensured access to
podiatrists?

A2: States may, but are not required, to provide podiatry services under Medicaid programs.
In addition, such services may be limited to specific populations or specific conditions. For
example, in California, podiatry services are limited to pregnant women and institutionalized
adults. Other limitations vary by type of service and include limits on the number of services
covered per month (KFF 2015). In the state of Nevada, Medicaid only cover podiatry
services for dually eligible Medicare and Medicaid enrollees and children who are referred
based on screening (Nevada Department of Health and Human Services 2015).

Although MACPAC has not independently analyzed how coverage of podiatry services
affects outcomes and costs, we are familiar with several recent studies demonstrating that
podiatry services may reduce subsequent morbidity and mortality, particulatly among
persons with diabetes. A 2011study found that patients who visited a podiatric physician had
$13,474 lower costs in commercial plans and $3,624 lower costs in Medicare plans during
two-year follow-up (Catls et al. 2011). A study of Medicaid enrollee costs before and after
the podiatric benefit was removed in the Arizona Medicaid program in 2009 found an
increase in hospitalizations and costs among diabetic enrollees (Skrepnek et al. 2014).
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